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Income statement

For the years ended 31 December

CHF millions

2004

Revenues

aase
..4857

Netrealised investmentgains 2 376116
Tedingrevenues I S .
Other revenues 238 243
Total revenues 36430 36093
EXpenSeS . e [P
______________ 705 -14898  -13853
.............. 15 79085 -9331
R 16...76854 78325
................ tion of goodwill - S, LT
Other operating costs and expenses -2342 -2940
Total expenses -34094 -32726
Income before income taxexpense 233 3367
Income tax expense 10 -634 -892
Net income 1702 2475
Earnings persharein CHF ... R
e e e et S 548 8.00

The accompanying notes are an integral part of the Group financial statements.
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Balance sheet
As of 31 December

Assets
CHF miltions Notes 2003 2004

F|><ed income securmes

Available-for-sale, at amortnsed cost (fa|r value 2003 64 274 2004: 77 376) _______ 63131 75273
T‘r“é»dmg atfalrva\ge llllllllllllllllll 1131 2191
EQU'W SBCUTIeS .

 Avallable-for-sale, at fair value (cost: 2003: 6 335; 2004- 4 586) - - S 6751 4959

Trading atfairvalue . S o L 302
Moartgages and other Ioans 6361
investmentrealestate 1699
Sh“c_)ft_‘_t_grm lnvest‘rpgqit_s‘ at amomsed cost which approximates fa|r value 5 514
Otherinvestedassets . e 2008 2207
Assets held for linked liabilities 1,2 12619
Total investments ’ 90653 111125
Cpecomneanaens Csas san
Accrued investmentincome 1011 1295
Premiums and other receivables B ... .15 9652
Remsurance recoverable on unpa|d clalms and policy beneflts - N T 15 68567 6315
Funds held bycedmg'écs}ﬁ'pames ) _ o 19870 15103
Do scquseoncoss. e s s
Acqunred present value ofvfuture profts 5 5952 ____________ 6736

........................ . S 2885  248‘2

Fmanmal serwces assets

Other assets
Total assets 169698 184492

The accompanying notes are an integral part of the Group financial statements.
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Liabilities and shareholders’ equity

CHF millions Notes 2003 2004

Liabilities

vvvvvv 7 15 ‘ 63474 62135

1537244 43239
1 2448 12629

15 6457 5748
7630 8066

5567 . .4229

.................. 724 877

................ 10 1565 s 2016

_________ e 1sess

1207 . 693

- R _ L 4431 4692

Long term on R . . " - 6 480?M b6

Total liabilities 151187 165315
Shareholders’equity

qu_r_]m_c_;_q“stqlck CF‘{“FvO‘_j__(_)Rgrb\‘/alue ......................... e o .......... e o

2003322097870, 2000 322086 T sheres suronsedang s m g

il pancaptal S S s sem

Teasuryshares S - -

ecuruited e comprehense peome: o o S

Net unreallsed mvestment gains, net ofdeferred tax » - - “ o 401‘___' ‘ 377

Foreign currency translanon o ” o -1426 -2650

Total accumulated other comprehensive income -1025 -2273

13573 15810

ey S e e et : e s
Total shareholders’ equity 18511 19177
Total liabilities and shareholders’ equity 168698 184492

The accompanying notes are an integral part of the Group financial statements.
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Statement of shareholders’ equity

Additional Net unrealised Foreign

Common paid-in Treasury gains/losses, currency Retained Reserve for
CHF millions stock capital shares net of tax translation earnings own shares Total
Bolanco as of 31 December2002 32 5969 7B s 12178 13716686
Net ncome B 1702 1702
Change in unrealwsed gaihé/loséés on S
securities, net (note 2) e SN , 1118
Change in foreign currency translation. 1B -513
.DWY‘de”d:S BT i | 810 ~310
Change in own shares e 27 T2/
Equityrepurchased 18 .
Add tional rinmur Fab i né{ ..............................
{note 11) -22 -22
Balance as of 31 December 2003 32 5821 401 -1426 135673 110 18511
Netmcome — . 2475 . 2475
Change in unrealised gains/losses on
securities. net (note 2) R —24 -24
Change ih foreign currency tra»ﬁslation ..... v S -1 224 ;1 224
oveeras B sa
P‘L.lf‘(:h?sé./msale S ;hares..., . A i JEA S _119
Addit\on‘a!”mmimumhabihty, net » . B ' v
(ote 1) . S ) 20 R
Change in accounting policy (note 1) -94 H 83 v —110 ‘ “—‘1‘2
Balance as of 31 December 2004 32 5833 -225 377 -2650 15810 0 19177

The accompanying notes are an integral part of the Group financial statements.
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Statement of comprehensive income

For the years ended 31 December

CHF millions 2003 2004
Netincome . L 1702 .. 2475
Other COMDIENENSIVEINGOIME. | oo .
_________ Change in foreign currency transletion e 513 1224
(Change in unrealised QaiNs/I088eS, NSTOTIAX | oo 1118 ~24
Additional minimum liability, net -22 20
Comprehensive income 2283 1247
The accompanying notes are an integral part of the Group financial statements.
Swiss Re Annual Report 2004 7




Statement of cash flow

For the years ended 31 December

CHF millions 2003

2004

Cash ﬂows provided/used by operating activities

Net mcome

__Change in reinsurance recenvables and funds held bv Cedmg compames

Change in other assets and liabilities

Change in financial services assets and |1abllmes

Net cash provided/used by operating activities

Cash flows provided/used by InVesting AotV Ities e

leed income securities;

_ Proceeds from sale/maturities ¢ of mvestmems 58042 | 35 037
Purchase of investments -83402 -42216
Net purchase/sale/maturlﬁés of short term mvestmems -43892 1 708_
o R o
Proceeds from sale of mvestments . v o - 13905 7206
~ Purchase of investmenits v v -6826  -5379
........... B . . B — #360 1300
Othermvestments net . 310 N -42
Net cash provided/used by investing activities -1723 -4986
Cash flows provided/used by financing activites
Issuance of long-termdett 135 1016
Issuancé/repayment ofshort term debt et -1017 :565
caury epuchesed e s
Purchase of treasury shares, net e | _( - R -119
D|V|dends paid v ‘ “ v ' -310 -341
Net cash provided/used by financing activities -1340 -409
Total net cash provnded/usgd 1748 1171
Effect of foreign currency transulét.;bn v » . o o ;92 —198
Change in cash and cash equivalents 16566 973
Cash and cash equwalents asof 1 January o 3773 5429
Cash and cash equivalents as of 31 December 5429 6402

The accompanying notes are an integral part of the Group financial statements.
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Notes to the Group financial statements

Nature of operations

Basis of presentation

Scope of consolidation

Use of estimates in the preparation
of financial statements

Investments

Swiss Re Annual Report 2004

1. Organisation and summary of significant accounting policies

The Swiss Re Group. which is headquartered in Zurich, Switzerland, comprises Swiss
Reinsurance Company (the parent company, referred to as “Swiss Re Zurich”) and its
subsidiaries (collectively, the "Swiss Re Group” or the "Group”). The Group provides rein-
surance, alternative risk transfer products and services to insurance companies, clients
and others worldwide. Reinsurance and other related products and services are delivered
to clients through a network of more than 70 offices in over 30 countries as well as
through reinsurance brokers.

The accompanying consolidated financial statements have been prepared in accordance
with Swiss GAAP FER and comply with Swiss corporate legislation. They include the
financial statements of Swiss Re Zurich and its subsidiaries. The presentation requirements
of FER 14 have been complied with except that certain financial information has been
disclosed in the notes and not in the primary financial statements. All significant inter-
company transactions and balances have been eliminated on consolidation.

Companies which Swiss Re Zurich directly or indirectly controls through holding a
voting majority or otherwise, are consolidated in the Group accounts {see also Recent
accounting guidance and change in basis of presentation — Variable interest entities).
Companies which Swiss Re Zurich does not control, but over which Swiss Re Zurich
directly or indirectly exercises significant influence, are accounted for using the equity
method and are included in other invested assets or in assets held for linked liabilities.
The Swiss Re Group's share of net profit or loss in investees accounted for under the
equity method is included in net investment income. Equity and net income of these
companies are adjusted as necessary to be in line with the Group accounting policies.
The results of consolidated subsidiaries and investees accounted for using the equity
method are included in the financial statements for the period commencing from the date
of acguisition.

The preparation of financial statements requires management to make significant esti-
mates and assumptions that affect the reported amounts of assets, liabilities, revenues
and expenses as well as the related disclosure including contingent assets and liabilities.
The Swiss Re Group's liabilities for unpaid claims and claim adjustment expenses and
policy benefits for life and health include estimates for premium, claim and benefit data
not received from ceding companies at the date of the financial statements. In addition,
the Group uses certain financial instruments and invests in securities of certain entities
for which exchange trading does not exist. The Group determines these estimates on the
basis of historical information, actuarial analyses, financial modelling and other analytical
techniques. Actual resuits could differ significantly from the estimates described above.

The Group's investments in fixed income and equity securities are classified as available-
for-sale ("AFS”) or trading. Fixed income securities AFS are carried at amortised cost.
Equity securities AFS are carried at fair value, based on quoted market prices, with the
difference between original cost and fair value being recognised in shareholders’ equity.
Trading fixed income and equity securities are carried at fair value with unrealised gains
and losses being recognised in earnings.



The cost of fixed income and equity securities is reduced to fair value, with a correspond-
ing charge to realised investment losses if the decline in value is other than temporary.
Subsequent recoveries that are deemed to be a reversal of previously recognised impair-
ment are credited to realised investment gains.

Interest on fixed income securities is recorded in net investment income when earned
and is adjusted for the amortisation of any purchase premium or discount. Dividends on
equity securities are recorded on the basis of the ex-dividend date. Realised gains and
losses on sales are included in earnings and are calculated using the specific identifica-
tion method.

Mortgages and other loans are carried at amortised cost (effective yield method), net of
any allowance for amounts estimated to be uncollectible. Other loans include mortgage
participations associated with investment contracts where the contract holders bear

the investment risk.

Investment in real estate that the Group intends to hold for the production of income

is carried at depreciated cost, net of any write-down for iImpairment in value. An impair-
ment in value is recognised if the recoverable amount of the real estate asset is less
than its carrying value. Impairment in value, depreciation and other related charges or
credits are included in net investment income. Investment in real estate held for sale

is carried at the lower of cost or fair value, less estimated selling costs, and is not depre-
ciated. Reductions in the carrying value of real estate held for sale are included in
realised investment losses.

Short-term investments are carried at amortised cost which approximates fair value. The
Group considers highly liquid investments purchased with an original maturity of one year
or less, but greater than three months, to be short-term investments.

Other invested assets include affiliated companies, derivative financial instruments and
private equity investments.

The Group enters into security lending arrangements under which it loans certain securi-
ties in exchange for collateral and receives securities lending fees. The Group's policy is
to require collateral, consisting of cash or securities, equal to at least 102% of the carry-
ing value of the securities loaned. In certain arrangements, the Group may accept collat-
eral of less than 102%, if the structure of the overall transaction offers an equivalent level
of security. Cash received as collateral is recognised along with an obligation to return
the cash. Securities received as collateral that can be sold or repledged are also recog-
nised along with an obligation to return those securities. Security lending fees are recog-
nised over the term of the related loans.

Swiss Re Annual Report 2004




Derivative financial instruments

Cash and cash equivalents

Deferred acquisition costs

Acquired present value of future profits

Goodwill
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The Group uses a variety of derivative financial instruments including swaps, options,
forwards and exchange-traded financial futures as part of an overall risk management
strategy. Derivative financial instruments are primarily used as a means of managing
exposure to price, foreign currency and/or interest rate risk on planned or anticipated in-
vestment purchases, existing assets or liabilities and also to lock in attractive investment
conditions for funds which become available in the future. The Group recognises all of its
derivative instruments on the balance sheet at fair value. Derivatives that are not desig-
nated as hedging instruments are adjusted to fair value through earnings. If the derivative
is designated as a hedge of the fair value of assets or liabilities, changes in the fair value
of the derivative are recognised in earnings, together with changes in the fair value of the
related hedged item. lf the derivative is designated as a hedge of the variability in expected
future cash flows related to a particular risk, changes in the fair value of the derivative are
reported in other comprehensive income until the hedged item is recognised in earnings.
The ineffective portion of the hedge is recognised in earnings. Derivative financial instru-
ment assets are generally included in other invested assets or financial services assets.
Derivative financial instrument liabilities are generally included in accrued expenses and
other liabilities or financial services liabilities.

Cash and cash equivalents include cash on hand, highly liquid debt instruments, and
short-term deposits purchased with an original maturity of three months or less.

Acquisition costs, which vary with, and are primarily related to, the production of new
business, are deferred to the extent they are deemed recoverable from future gross prof-
its. Deferred acquisition costs consist principally of commissions. Deferred acquisition
costs associated with property and casualty reinsurance business are amortised in pro-
portion to the property and casualty premiums earned. Future investment income is con-
sidered in determining the recoverability of deferred acquisition costs on property and
casualty business. Deferred acquisition costs associated with life and health reinsurance
business are amortised over the premium-paying period. For investment-type contracts,
deferred acquisition costs are amortised in relation to the present value of estimated
gross profits.

The acquired present value of future profits ("PVFP") of business in force is recorded in
connection with the acquisition of life and/or health operations. The initial value is deter-
mined actuarially by discounting estimated future gross profits as a measure of the value
of business acquired. The resulting asset is amortised on a constant yield basis over the
expected revenue recognition period of the business acquired, generally over periods
ranging up to 30 years, with the accrual of interest added to the unamortised balance at
the earned rate. The carrying value of PVFP is reviewed periodically for indicators of im-
pairment in value. Adjustments to reflect impairment in value are recognised in earnings
during the period in which the determination of impairment is made.

The excess of the cost of acquired businesses over the fair value of net assets acquired is
recorded as goodwill {(purchase method). It is amortised using the straight-line method
over periods that correspond to the benefits expected to be derived from the related ac-
quisition. Goodwill is amortised over periods of between 5 and 20 vears.

The carrying value of goodwill is reviewed periodically for indicators of impairment in
value. Adjustments to reflect an impairment in value are recognised in earnings in the
period in which the determination of impairment is made.



Financial services assets and liabilities

Other assets

Capitalised software costs

Deferred income taxes

Unpaid claims and claim adjustment
expenses

Equalisation reserves

12

The Group uses long-term debt for general corporate purposes and also to fund “Finan-
cial services assets and ligbilities” (funded business). “Financial services assets and liabil-
ities” are structured with the intention of creating assets and liabilities that generate off-
setting foreign exchange and interest rate risks. Long-term debt that is strictly used for
funded business is classified as operational debt. Operational debt is generaily excluded
from financial leverage calculations. “Financial services assets and liabilities” are valued
according to the relevant principles for the underlying instruments.

Other assets include deferred expenses on retroactive reinsurance, prepaid reinsurance
premiums, real estate for own use, property, plant and equipment, accrued income and
prepaid assets. Real estate for own use, property, plant and equipment are carried at
depreciated cost. Deferred expenses on retroactive reinsurance policies are amartised
through earnings over the expected claims-paying period.

External direct costs of materials and services incurred to develop or obtain software for
internal use, payroll and payroll-related costs for employees who are directly associated
with software development and interest cost incurred while developing software for
internal use are capitalised and amortised on a straight-line basis over a period of three
years through earnings.

Deferred income tax assets and liabilities are recognised based on the difference between
financial statement carrying amounts and the corresponding income tax bases of assets
and liabilities using enacted income tax rates and laws. A valuation allowance is record-
ed against deferred tax assets when it is deemed more likely than not that some or all of
the deferred tax asset may not be realised.

Liabilities for unpaid claims and claim adjustment expenses for property and casualty
reinsurance contracts are accrued when insured events occur and are based on the esti-
mated ultimate cost of settling the claims, using reports and individual case estimates
received from ceding companies. A provision is also included for claims incurred but not
reported, which is developed on the basis of past experience adjusted for current trends
and other factors that modify past experience. The establishment of the appropriate
level of reserves is an inherently uncertain process involving estimates and judgements
made by management, and therefore there can be no assurance that ultimate claims and
claim adjustment expenses will not exceed the loss reserves currently established. These
estimates are regularly reviewed, and adjustments for differences between estimates
and actual payments for claims and for changes in estimates are reflected in income in
the period in which the estimates are changed or payments are made.

Unpaid property and casualty claims provisions may only be discounted if the payment
pattern and ultimate cost are fixed and reasonably determinable.

Experience features which are directly linked to a reinsurance asset or liability are
classified in a manner that is consistent with the presentation of that asset or liability.

Reserves prescribed by local regulatory authorities for future claim fluctuations and

for large and catastrophic losses are established and included in the unpaid claims and
claim adjustment expenses liabilities.

Swiss Re Annual Report 2004




Liabilities for life and health
policy benefits and provisions for
linked liabilities

.
Premiums

Reinsurance ceded
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Liabilities for life and health policy benefits from reinsurance business are generally cal-
culated using the net level premium method, based on assumptions as to investment
yields. mortality, withdrawals and policyholder dividends. Assumptions are set at the time
the contract is issued or, in the case of contracts acquired by purchase, at the purchase
date. The assumptions are based on projections from past experience, making allowance
for possible adverse deviation. Interest assumptions for life and health reinsurance bene-
fits liabilities range from 2.25% to 14%. Assumed mortality rates are generally based on
experience multiples applied to the actuarial select and ultimate tables commonly used in
the industry. Withdrawal assumptions for individual life reinsurance contracts issued by
the Group range from 1% to 20% and are based on historical experience.

Liabilities for investment-type contracts, including separate account (unit-linked) life rein-
surance business and contracts where the policyholder bears the investment risk, are
based either on the contract account balance, if future benefit payments in excess of the
account balance are not guaranteed, or on the present value of future benefit payments,
if such payments are guaranteed (see alsc Recent accounting guidance and change in
basis of presentation — Separate account and non-traditional long-duration life contracts).

Liabilities for policy benefits are increased if it is determined that future cash flows, includ-
ing investment income, are insufficient to cover future benefits and expenses. The liability
for accident and health policy benefits consists of active life reserves and the estimated
present value of the remaining ultimate net costs of incurred claims. The active life re-
serves include unearned premiums and additional reserves. The additional reserves are
computed on the net level premium method using assumptions for future investment
yield, mortality and morbidity experience. The assumptions are based on projections

of past experience and include provisions for possible adverse deviation.

Property and casualty reinsurance premiums are recorded when written and include an
estimate for written premiums receivable at period end. Premiums earned are generally
recognised in income over the contract period in proportion to the amount of reinsur-
ance provided. Unearned premiums consist of the unexpired portion of reinsurance pro-
vided. Life reinsurance premiums are earned when due. Related policy benefits are
recorded in relation to the associated premium or gross profits so that profits are recog-
nised over the expected lives of the contracts. For investment-type contracts, charges
assessed against policyholders’ funds for the costs of insurance, surrender charges, actu-
arial margin and other fees are recorded as income.

Life and health reinsurance premiums for group coverages are generally earned over the
term of the coverage. For group contracts that allow experience adjustments to premiums,
such premiums are recognised as the related experience emerges.

The Group uses retrocession arrangements {o increase its aggregate underwriting
capacity, to diversify its risk and to reduce the risk of catastrophic loss on reinsurance
assumed. The ceding of risks 1o retrocessionaires does not relieve the Group of its obliga-
tions to its ceding companies. The Group regularly evaluates the financial condition of its
retrocessionaires and monitors the concentration of credit risk to minimise its exposure
to financial loss from retrocessionaires’ insolvency. Premiums and losses ceded under
retrocession contracts are reported as reductions of premiums earned and claims and
claim adjustment expenses. Amounts recoverable for ceded claims and claim adjust-
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Pensions and other post-retirement
benefits

Stock-based employee compensation
plans

Foreign currency

Earnings per common share

ment expenses and ceded unearned premiums under these retrocession agreements are
reported as assets in the accompanying consolidated balance sheet.

Contracts which do not meet risk transfer requirements, defined as transferring a reason-
able possibility of a significant loss to the reinsurer, are accounted for as deposit arrange-
ments. Deposit amounts are adjusted for payments received and made, as well as for
amortisation or accretion of interest. The Group provides reserves for uncollectible amounts
on reinsurance balances ceded and assumed, based on management’s assessment of
the collectibility of the outstanding balances.

The excess of estimated liabilities for claims and claim costs payable over consideration
received in respect of retroactive property and casualty reinsurance contracts which
meet risk transfer tests is recorded as a deferred charge. The deferred charges are amor-
tised over the expected settlement periods of the claims liabilities.

The Group accounts for its pension and other post-retirement benefit costs using the
accrual method of accounting. Amounts charged to expense are based on periodic actu-
arial determinations.

At 31 December 2004 the Group had a fixed option plan, a restricted share plan, and
an employee participation plan. These plans are described in more detail in note 12,
The fixed option plan is accounted for using the intrinsic value method. In accordance
with the intrinsic value method, the fair value of options is not reflected in earnings,
and the pro-forma impact on net income is provided in note 12. The grant date fair value
of the restricted shares in the restricted share plan is recognised in earnings.

Assets and liabilities denominated in foreign currencies are translated at the rates of
exchange on the balance sheet date. Revenues and expenses are translated at average
exchange rates. Unrealised gains or losses resulting from translation of functional cur-
rencies to the reporting currency are included as a separate component of shareholders’
equity. Realised currency gains and losses resulting from foreign currency transactions
are included in earnings.

Currency exchange rates in CHF per 100 units of foreign currency are as follows:

2003 2004

Closing rate Average rate Closing rate Average rate

Australian doH}ar} » AUD 9318 87.38 8914 » 91.63
cmsene ww one aee ows 20788
Canadian dollar - CAD 9571 9624 9491 9563
Euro » ~ EUR 15598 161.81 15455  154.40
Japanese yen Y 115 116 1.1 135
South African rand ZAR 1853 1787 2018 19.28
USdollar USD 12368 13495 11371 12471

Basic earnings per common share are determined by dividing net income available to
common shareholders by the weighted average number of common shares entitled 1o
dividends during the year. Diluted earnings per common share reflect the effect on earn-
ings and average common shares outstanding associated with dilutive securities.
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Derivative financial instruments

Variable interest entities

Treasury shares {formerly own shares)

Separate account and non-traditional
long-duration life contracts
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Recent accounting guidance and change in basis of presentation

The Group implemented recent international guidance on accounting for derivatives ef-
fective from 1 January 2004. The guidance clarifies the scope of embedded derivatives
in certain reinsurance agreements including modified coinsurance arrangements. The
cumulative effect of complying with the guidance as of the effective date is reflected in
a separate line in retained earnings in the statement of shareholders’ equity.

In January 2003, new international guidance was issued on the consolidation of variable
interest entities ("VIEs”). This guidance was subsequently revised and replaced in De-
cember 2003. The guidance reguires a company to consolidate a VIE if the company is
defined as the primary beneficiary. The primary beneficiary absorbs a majority of the
VIE's expected losses, receives a majority of its expected residual returns, or both.

The Group applied the revised guidance to all VIEs created after 31 January 2003 in the
2003 annual financial statements. The revised guidance has now also been applied in
the current year to all VIEs created before 31 January 2003. The application of the revised
guidance to VIEs created before 31 January 2003 has resulted in the initial recognition
of the assets and liabilities of some entities which were not consolidated under previous
guidance, and in the derecognition of the assets and liabilities of certain other entities
which were consolidated under previous guidance (see notes 6 and 16). The cumulative
effect of complying with the guidance as of the effective date is reflected in a separate
line in retained earnings in the statement of shareholders” equity.

New guidance was issued under Swiss GAAP FER for the recognition and measurement
of treasury shares effective from 1 January 2004. Treasury shares, which were previously
reported as equity securities available-for-sale, are now reported at cost as a deduction
from shareholders’ equity. In addition, all standalone derivative instruments indexed to
treasury shares are reported at cost and classified in shareholders’ equity. As a result of
this change, the reserve for own shares has been reclassified to retained earnings.

The Group has revised the accounting and presentation of separate accounts. Recent in-
ternational guidance revises the conditions which must be met to classify business as
separate account. The Group has certain business where policyholder funds are invested
in defined assets, and policyholders bear the investment risk on the assets. A part of the
business no longer meets the conditions for separate account classification, due princi-
pally to the legal structure of the asset funds involved.

Atinterim 2004, the Group reclassified CHF 2 290 million from separate account assets
mainly to equity securities trading, and separate account liabilities of CHF 2 290 million
to liabilities for life and health policy benefits. At 31 December 2004, following the acqui-
sition of Life Assurance Holding Corporation, the Group has introduced separate balance
sheet categories for assets held for linked liabilities and the corresponding provisions for
linked liabilities. The above assets and liabilities have been reclassified to the new cate-
gories. The assets held for linked liabilities are measured according to the relevant pringi-
ples for the underlying assets. The provisions for linked liabilities represent the current
account value of the policyholder assets. Deferred assets and liabilities are recognised in
the relevant balance sheet line items. The change in policyholder liability is debited or
credited against the investment return of the assets.
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Pensions and cther post-retirement
benefits

In 2004, the assets held for linked liabilities generated net realised gains of CHF 496 mil-
lion and net investment income of CHF 257 million. The balance sheet as of 31 Decem-
ber 2003 has been reclassified to reflect the change, which does not impact net income
or shareholders’ equity.

The business which meets the revised definition of separate account assets and liabilities
has also been reclassified to the above categories and is accounted for as separate ac-
count business.

The Group has implemented guidance on non-traditional long-duration life contracts ef-
fective from 1 January 2004. The non-traditional long-duration contract guidance clari-
fies the liability calculation for certain types of life business, which impacts the pattern of
earnings recognition. The clarification affects the acquired present value of future profits,
liabilities for life and health policy benefits and deferred taxes. The cumulative effect of
initially complying with the guidance as of the effective date is reflected in a separate line
in retained earnings in the statement of shareholders’ equity.

The Group has adopted recent international guidance for disclosure of pensions and
other post-retirement benefits. The guidance requires additional disclosure about assets,
obligations, cash flows and net periodic benefit costs of defined benefit pension plans
and post-retirement plans. The disclosure is provided in note 11.
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Investment income

Realised gains and losses

Trading revenues
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2. Investments

Net investment income by source was as follows:

CHF millions 2003 2004
FixedinCome seCUrities e SM7 . 3489
.....Fquity securities e 289 188
 Mortgages and other oans ... BS5 BB2
Investment real estate | S | 122120
Shortterm investments R R oo 89
Other current investments S 54 51

. Eauity n eamings of equity-accounted ivestees =39 23
Ceshendcashequivalents o 87 T3
Deposits with ceding companies - 734 559
Gross investment income 4940 5170
Less investment expenses -334 -313
Net investment income 4808 4857

The Group refined the allocation of expenses mainly related to real estate in 2004
and adjusted 2003 accordingly. The change does not affect net investment income.
Dividends received from investees accounted for using the equity method were
CHF 50 million and CHF 41 million in 2003 and 2004, respectively.

Realised gains and losses for fixed income, equity securities and other investments were
as follows:

CHF millions 2003 2004
Fixed income securities:

Value adjustments

Net realised investment gains/losses

Reslised gains and losses do not include the change in market value of trading activities
of the Financial Services Business Group and the change in market value of derivative
financial instruments classified as cash flow hedges.

Trading revenues generated by the trading activities of the Financial Services Business
Group were as follows:

CHF millions 2003 2004
Grosstradingrevenues s OO0 ... 842
Interest expense -195 -404
Trading revenues 472 438
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Investments available-for-sale

Amortised cost or cost and estimated fair values of investments in fixed income and
equity securities classified as available-for-sale were as follows:

As of 31 December 2003 Amortised Gross un- Gross un- Estimated
CHF millions COst or cost realised gains  realised losses fair value
Debt securities issued by governments
and government agencies:
United States 16426 135 327 16234
Unted Kingaom sus ;oo eow
Germany 8133 27 .8 6074
France 5143 7 -0 ...5oeo
Canada_ 3737 340 B 4073
. Switzerland 212 3o 218
Other 7238 96  -58 7276
Towl | 44033 651 ~695 43989
Corporate debt securities o 13970 1138 -63 15“045
Mortgage and asset-backed securities 5128 138 - -26 5240
Fixed income securities
available-for-sale 63131 1927 -784 64274
Equity securities available-for-sale 63356 560 -144 67561
As of 31 December 2004 Amortised Gross un- Gross un- Estimated
CHF miilions costorcost  realised gains  realised losses fair value

Debt securities issued by governments

,,,,, Unied States 19388 216
United Kingdom 6672 a6
Germany ...... o 50 .
France 4026 52
canada 4204 465
Swzerans s s
Other 9085 172
Total » 49672 10156
Corbéréfe dg_bt secuvritiesm 1_8_@82 o 1 400 v o
Mortgage and asset-backed securities 7519 150
Fixed income securities
available-for-sale 75273 2565 -462 77376
Equity securities available-for-sale 4586 491 -118 4959
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As of 31 December 2003 and 2004, fixed income securities available-for-sale with

a carrying value of CHF 8 086 million and of CHF 8 522 million, respectively, were lent
10 third parties that have the right to sell or repledge the borrowed securities. 2003

has been adjusted to reflect a refined allocation of securities lending. In addition, as of
31 December 2003 and 2004, fixed income securities available-for-sale with a carrying
value of CHF 243 million and CHF 184 million, respectively, were lent to third parties
that do not have the right to sell or repledge the borrowed securities.

The following table shows the fair value and unrealised losses of the Group's fixed in-
come securities, aggregated by investment category and length of time that individual
securities have been in a continuous unrealised loss position, as of 31 December 2003
and 2004. A continuous decline in the value of equity securities available-for-sale for
longer than twelve months is considered other-than-temporary and recognised as net
realised investment gains/losses in the income statement. Therefore, as of 31 December
2003 and 2004, the gross unrealised loss on equity securities available-for-sale of
CHF 144 million and CHF 118 million shown in the above table relates to declines in
value for less than 12 months.

Less than 12 months 12 months or more Total
As of 31 December 2003 Fair Unrealised Fair Unrealised Fair Unreatised
CHF millions value losses value losses value losses
Debt securities issued by govern-
ments and government agencies 27961 695 .. L 28072 695
Corporate dedtsecurities 1933 62 20 M 2163 63
Mortgage and asset-backed securities 2405 25 37 1 2442 26
Total 32299 772 378 12 32677 784
Less than 12 months 12 months or more Total
As of 31 December 2004 Fair Unrealised Fair Unrealised Fair Unrealised
CHF millions value losses value losses value losses
Debt securities issued by govern-
ments and governmentagencies 20124 212 6522 164 25646 376
Corporate debt securities 1784 . 26 .82 2 2ne 4
Mortgage and asset-backed securities 3336 31 171 8 35607 39
Total 25244 269 6025 193 31269 462

An assessment of whether an other-than-temporary decline in the value of equity and
fixed income securities available-for-sale has occurred is based on a case-by-case evalu-
ation of the reasons for the decline in value. This evaluation includes: (a} an assessment
of the duration and extent of the decline in value; (b) review of the financial performance
and outlook for the economic environment and industry in which the issuer operates;

{c) review of the financial performance and outlook for the issuer compared to industry
peers; and {d) analysis of any other factors. including credit rating, that may adversely af-
fect the ability of the security to recover in value in the short term. Other-than-temporary
declines in the value of equity and fixed income securities available-for-sale are recog-
nised as net realised investment gains/losses in the income statement.
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Investments by original currency

Maturity of fixed income securities
available-for-sale

Assets on deposit or pledged
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The Group’s investment portfolio at carrying value is comprised of concentrations in the
following major currencies:

As of 31 December 2003

CHF millions usSD EUR GBP CAD CHF Other Total
Fixed income securities 33162 1”6 654 7108 4223 274 . 2841 64 262
Ecuitysecurities 1691 1584 1072 56 1082 1 :
M.ortgages/other loans - 4588 1134 W 19

AéSETS held for Imkéd ” ‘ S

iabilites L18 2280 2448
Other 7434 1292 643 487 1128 75 11059
Total 47033 20664 11114 4784 2859 4199 90653

As of 31 December 2004

CHF millions usb EUR GBP CAD CHF Other Total
Fixed income securities 43 7_32__ 16 584 9 113 4503 - 295___” 3 237 77 464
Equity securities 820 1143 911 71 1021 1286 5261
Mortgages/other loans 4789 1189 8 18 364 3 6367
Morieges/oher o2 478 8. ..18 .34 6361
liabilities 837 486 11130 739 12819
Other 5968 1268 645 451 1047 41 9420
Total 56255 20620 21807 5043 2794 4606 111125

The amortised cost or cost and estimated fair values of investments in fixed income se-
curities by remaining maturity are shown below. Fixed maturity investments are assumed
not to be called for redemption prior to the stated maturity date. As of 31 December
2003 and 2004, CHF 2 242 million and CHF 2048 million, respectively, of fixed income
securities were callable or had call options in the instruments’ structure.

2003 2004
As of 31 December Amortised Estimated Amortised Estimated
CHF millions cost or cost fair value cost or cost fair value
Dueinoneyearorless 1534 1950 .. 3187 3199
Due after one year through five years 26167 26297 . 34356 v' ”344?.9.
Dus after five years through ten vears 17284 17510 ..12614 13066
Dueaftertenyears 13657 14332 17668 19076
Mortgage and asset-backed securities B o
with no fixed maturity 4489 4585 7448 7556
Total fixed income securities 63131 64274 75273 77376

As of 31 December 2003 and 2004, securities with a carrying value of CHF 573 million
and CHF 599 million, respectively, were on deposit with regulatory agencies in accord-
ance with local requirements.

As of 31 December 2003 and 2004, investments with a carrying value of approximately

CHF 5862 million and CHF 7 839 million, respectively, were placed on deposit or pledged
to secure certain reinsurance liabilities.
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Mortgages, loans and real estate

Development of real estate and invest-
ments in affiliated companies
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As of 31 December 2003 and 2004 investments in mortgages and other loans and real
estate comprised the following:

As of 31 December 2003 2004

CHF millions Carrying value Fairvalue  Carrying value Fair value
Mortgages and other loans . 6133 . 6133 ... 6361 . 6361
Investment real estate 1846 2535 1699 2569

As of 31 December 2003 and 2004, the Group's investment in mortgages and other loans
included CHF 185 million and CHF 192 million, respectively. of loans due from em-
ployees and CHF 409 million and CHF 404 million, respectively, due from officers. These
loans generally consist of mortgages offered at variable and fixed interest rates.

The Group's investment in mortgages and other loans included CHF 1064 million and
CHF 1119 million of mortgage participations associated with investment contracts as of
31 December 2003 and 2004, respectively. Contract holders bear the investment risk
related to mortgage participations. Fair value for other loans is considered to be equal to
carrying value.

As of 31 December 2003 and 2004, investments in real estate included CHF 29 million
and nil, respectively, of real estate held for sale.

Depreciation expense related to income-producing properties was CHF 371 million and
CHF 36 million for 2003 and 2004, respectively. Accumulated depreciation on invest-
ment real estate totalled CHF 593 million and CHF 566 million as of 31 December 2003
and 2004, respectively.

Substantially all mortgages and other loans receivable are secured by buildings, land or
the underlying policies. The ultimate collectibility of the receivables is evaluated regularly
and an appropriate allowance for uncollectible amounts is established.

2003 2004
Investment Affiliated Investment Affiliated
CHF millions real estate companies real estate companies
Balance as of 1 January 1537 760 1646 618
Effect of foreign currency translation 19 10 17 -m
Depreciation 73T
Additions/sales/interest in equity ‘ 88 -138 ) 25 -1
Unre'avﬁse”c'ﬁ gaiﬁé/lésses B St A st SR _17 .................. .
Resliedgains/iosses 27 = 81 -
Transfers 6 13
Balance as of 31 December 1646 618 1699 595

Equity accounted participations in investment vehicles held for linked liabilities are
included in assets held for linked liabilities.
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Assets held for linked liabilities

Cash and cash equivalents
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Assets held for linked liabilities by asset category were as follows:

As of 31 December

CHF millions 2003 2004
Equity securities trading 2266 8857
vaquity o partiéipatidns . . e i L
o Hons . . s
Assets held for linked liabilities 2448 12619

Other includes fixed income securities trading, separate account assets, and other
assets. The fair value of assets held for linked liabilities was CHF 2 448 million and
CHF 12 629 million as of 31 December 2003 and 2004, respectively.

Cash and cash equivalents include short-term depaosits with a carrying value of
CHF 2 404 million and CHF 4 134 million as of 31 December 2003 and 2004,
respectively.

3. Derivative financial instruments

The Group uses a variety of derivative financial instruments including swaps, options,
forwards and exchange-traded financial futures in its trading and hedging strategies,

in line with the Group’s overall risk management strategy. The objectives include managing
exposure to price, foreign currency and/or interest rate risk on planned or anticipated
investment purchases, existing assets or liabilities, as well as locking in attractive invest-
ment conditions for future available funds.

The fair values represent the gross carrying value amounts at the reporting date for each
class of derivative contract held or issued by the Group. The fair values below are not

an indication of credit risk, as many over-the-counter transactions are contracted and docu-
mented under ISDA master agreements or their equivalent. Management believes that
such agreements provide for legally enforceable set-off in the event of default, which
substantially reduces credit exposure.

The maximum potential loss assuming non-performance by all counterparties, and
based on the market replacement cost at 31 December 2003 and 2004 approximated
CHF 1933 million and CHF 2 479 million, respectively. These values are net of amounts
offset pursuant to rights of set-off and gqualifying master netting arrangements with
various counterparties.
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The fair value of derivatives outstanding at 31 December 2003 and 2004 is as follows:

As of 31 December 2003 As of 31 December 2004

Carrying Carrying

Positive  Negative value Positive  Negative value

fair fair assets/ fair fair assets/

CHF miliions value value liabilities value valug  liabilities

Interest rate contracts

Forwardsandfutures 3
Swaps 1833
Total 1836

Equity and index contracts

Fowerdsandfures 167 6 162 14 -4 10
Options 771 -623 148 1128 -1673  -545
Total 938  -628 310 1142 -1677 -535

Foreign currency

Forwerds and futures R B s A
Options -6 -6 S
Swaps 2886 -2524 382 2195 -1987 208
Total - 2886 -2552 334 2195 -1987 208

Credit derivatives 179 =311 -132 510 -438 72
Weather derivatives 50 53 -3 61  -53 8
Other 69 -260 -191 69 -256 -187
Total 298 -624 -326 640 -747 -107

Total derivative financial instruments 5958 -5633 325 6267 -6726 -459

The notional or contractual amounts of derivatives represent a standard of measurement
of the level of involvement in these types of transactions and are not a quantification

of market risk or credit risk. Notional amounts represent those amounts used to calculate
contractual cash flows to be exchanged and are not paid or received, except for certain
contracts such as currency swaps. These amounts are the sum of all outstanding posi-
tions, therefore inflating the notional values of all hedged positions. A considerable pro-
portion of the credit default swaps in the trading book is hedged with offsetting posi-
tions. However, the Capital Management and Advisory business sector does maintain
open long and short positions in credit default swaps and related instruments as part
of its trading function. The notional and contractual amounts of derivatives at 31 Decem-
ber 2003 and 2004 were CHF 438033 million and CHF 635 338 million, respectively.
Of these amounts CHF 328 087 million and CHF 461 074 million are interest instru-
ments, CHF 28 412 million and CHF 62 158 million are currency instruments and the re-
maining CHF 81 534 million and CHF 112 106 million are other derivatives.
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Goodwill
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The contractual or notional amounts for credit derivatives (CHF 36 850 million and
CHF 96 832 million, respectively) include portfolio credit default swap structures and
corresponding credit default swaps transacted to hedge certain credit exposure within
these structures (31 December 2003 and 2004: CHF 14 915 miliion and CHF 12 761 mii-
lion, respectively). The swaps were underwritten by the Credit Solutions business sector
of the Financial Services Business Group. Within these structures, the Group continues to
maintain over 90% of the notional exposure assigned to the “Super-Senior” category.

4. Acquisitions and dispositions

On 30 April 2004, the Group completed the acquisition of CNA Financial Corporation’s
individual life insurance business for USD 630 million. The transaction was facilitated
mainly through a stock acquisition.

On 24 August 2004, the Group acguired the shares of Life Assurance Holding Corpora-
tion (LAHC). including its life insurance subsidiary Windsor Life Assurance Company
Limited, for GBP 333 million.

These acquisitions are administrative reinsurance (Admin ReSV) transactions. Admin
ResM is the purchase of closed blocks of in-force business and can be achieved through
either a stock purchase or reinsurance.

During the years ended 31 December 2003 and 2004, goodwill of CHF 315 million and
CHF 277 million, respectively, was amortised.

As of 31 December 2003 and 2004, the balance of accumulated goodwill amortisation
was CHF 1378 million and CHF 1 570 million, respectively.

The Group systematically amaortises goodwill over periods of up to 20 years depending
on specific factors. The amount charged in any one year can vary due to foreign ex-
change and other factors. Despite this, goodwill is amortised within the originally deter-
mined periods.
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5. Deferred acquisition costs (DAC) and acquired present value
of future profits (PVFP)

2004
CHF millions DAC DAC PVEP
Balanceasof 1 Jenuary A2 BB6 4754 5952
Deferred . . .B395 4844
Reclassficaton 7 R
Effect of scquisitions and disposals 383 1470
Amortisation o . ..-4817 -4 4501  -395
Effect of foreign currency translation 148 617  -222  -507
Chvange in accountinvg policy (note 1) 216
Balance as of 31 December 4754 5962 4875 6736

The percentage of the PVFP which is expected to be amortised in each of the next five
years is 6%, 5%, b%. 5% and b%, respectively.
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Long-term debt
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6. Debt

The Group enters into long- and short-term debt arrangements to obtain funds for general
corporate use and specific transaction financing. The Group defines long-term debt

as debt having a maturity at the balance sheet date of greater than one year. The Group's
long-term debt as of 31 December 2004 was as follows:

Senior debt

Book value
Nominal in Interest in CHF
Maturity Instrument lssuedin  Currency millions rate millions
2006 EMTN (Floating Rate Bond) 2003 CHF 50 3M Libor
| .. 20D 50
2008 Bank Loan 2003 ust 100 3M Libor 114
e L . LLEsee
2006  Private Placement - 2001 CHF 100  3.26% 100
2006  Senior Notes' 1996 usb 200 7.88% 227
2006 Fixed Term Preferred Shares 2002 GBP 100  484% 218
2006  Insurance-linked Placements 2003 usb 37 Various 42
2006 Insurance-linked Placement 2004  USD 7 16.49% 8
2007 Trust-preferred Stock (Trups2 1987 USD 2 8.72% 57
2007 Insurance-linked Placements 2003 usD 14 Variou 16
2007 SwaightBond 1997  CHF 500 375% 500
2007 Mandatory Convertible Bond 2004  EUR 672 613% 1020
2008 Private Placemegt (:step-upj _______ 2001 CHF 160‘ 360% 100
2009 EMTN (Index-linked Notes| 2002 EUR 10 ndex 15
2009  Fixed Rate Preferred Shares 2004 GBP 170 _4.92% 371
2009 3EMIN 2004 EUR 20 Varous 30
2009 EMTN 2004 JPY 5000 081% 56
2010 EMTN (Amortising Bond) 2003 GBP 70 4.38% 131
2013 Private Placement 2003 NZD 400 784% 329
Z_QW_S EMTN_(In_dex-\inked ‘N_otes) 2001 usD 10 Index 1
2015 EMTN {Straight Bond) 2001 CHF 150 4.00% 150
2017  Credit-linked Note 2000 usb 12 Various 14
o aeu 200 U0 106 venous 10
various CAD Cash Collateral ... 2004 CAD 560  Varous 530
Various Payment Undertaking Agreements 2000 usD 146 Verious 244
Various Péyment Undertaking Agreements 2000 USD 9 ‘__YQ})AUS 133
Vanoué F_aymentUndertfavking Agree_ments v ZQOZ usb 470 \/aFi”o:ysm_i 5‘92
Various Payment Undertaking Agreements ) 2903 U§D 169 ______ \/aA[i“QHs ______ 218
Var\ous P‘éyment Unde“rté.king Agrééments 2004 UsDh 43 Various 50
Total senior debt as of 31 December 2004 5436
Total senior debt as of 31 December 2003 4695

T Assumed in the acquisition of Underwriters Re Group

2 Assumed in the acquisition of Life Re Corporation
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Interest expense on long-term debt
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Senior debt as reported above is comprised of the following components:

31 December 31 December

CHF millions 2003 2004
Senior financialdebt ,‘ 1441 2064
Senior operational debt 3254 3372
Total 4695 5436

Subordinated debt

Book value

Nominal Interest  ...to first in CHF

Maturity Instrument fssued in  Currency in millions rate... resetin miliions

2021 Convertible Bond 2001 USD 1180 . .326% 2011 1287

- Subordinated Perpetual Loan 1998  DEM 340 6MLbor 2008 269

v — o o FA00D e

- Suboinated Perpetual loan 1998  DEM 400 571% 2008 316

- Subordinated Perpetuaf Loan 1998 CHF 300 6MLibor 2008 300

- Subordinated Perpetual Loan 1998  DEM 110 6MLibor 2010 87

. - e ] FABDD .

- Subordinated Perpetual Loan 1999 EUR 250 BM Euribor 2006 385

(PARCS) FB50P .

- Subordinated Perpetual Bond 1999 CHF 600  375% 2011 588
(SUPERBs)

Total subordinated financial debt as of 31 December 2004 3232

Total subordinated financial debt as of 31 December 2003 3366

Total financial debt reported in the financial statements as long-term debt is comprised
of the following components:

31 December 31 December

CHF millions 2003 2004
Senior financial debt 1441 2064
N e e D
Total 4807 5296

Swiss Re uses long-term debt to finance general corporate purposes but also to fund
“Financial services assets and liabilities” {funded business). “Financial services assets and
liabilities” are structured with the intention of creating assets and liabilities that generate
offsetting foreign exchange and interest rate risks. Long-term debt that is strictly used for
funded business is classified as operational debt and is included in financial services
liabilities. Operational debt is generally excluded from financial leverage calculations.

Interest expense on long-term debt for the years ended 31 December 2003 and 2004,
respectively, was as follows:

CHF millions 2003 2004
Senior financial debt e 53 .85
Senioroperationaldebt .18 130
Subordinated financial debt 142 134
Total 323 349
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In July 1997, the Group issued a straight bond with a face value of CHF 500 million,
bearing interest at 3.76%, maturing on 2 July 2007, in exchange for proceeds of
CHF 511 million.

In May 1998, the Group issued CHF 1010 million of multi-currency subordinated debt
with a perpetual term, bearing interest at the rate of six month Libor plus 37.5 basis
points for the first tranche of CHF 300 million, six month Libor plus 40 basis points for
a tranche of DEM 340 million, six month Libor plus 45 basis points for a tranche of
DEM 110 million, payable semi-annually, and 5.71% for a tranche of DEM 400 million,
payable annually. The loan is subordinated in the event of liquidation to all senior credi-
tors of Swiss Re Zurich, but will be paid in priority to all holders of its equity.

In June 1999, the Group issued CHF 800 million in subordinated perpetual debt, with
an interest rate of 3.76% for 12 years, resetting to six month Libor plus 100-140 basis
points thereafter, depending upon the rating of Swiss Re.

In June 1999, the Group also issued EUR 250 million of subordinated Perpetual Auction
Reset Capital Solvency bonds, with a coupon of six month Euribor plus b5 basis points
for the first seven years. After seven years, and every five years thereafter, an auction will
be conducted to determine the re-offer yield.

In 2000, the Group entered into three Payment Undertaking Agreements (PUAs),
which are a form of financing transaction in which a counterparty deposits funds with
the Group having fixed repayment terms and interest rates on the deposited funds. In
2001 and 2002, respectively, three and seventeen additional PUAs were taken out by
the Group. In 2003, the Group entered into sixteen PUAs. In 2004, the Group issued
two PUAs for a total amount of USD 43 million with fixed interest rates of 5.23% and
5.24%. Both have maturities of 20 years. All interest rate risk is hedged to a one or
three month Libor benchmark.

During 2001 the Group issued two private placements in Switzerland, which are a form
of financing transaction. The first private placement was issued in June in the amount
of CHF 100 million and is due in 2008 with a coupon of 3.60%. In September, an addi-
tional private placement of CHF 100 million was issued maturing in 2006 with a
coupon of 3.25%.

In June 2001, the Group issued under the European Medium Term Note (EMTN)
programme a straight bond totalling CHF 150 million with a coupon of 4.00% and a
14-year maturity.

In October 2001, the Group issued under the EMTN programme USD 10 million of

index-linked notes. The notes have a maturity of 12 years and interest payments based
on the three month Libor as well as an index-related component.
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In November 2001, concurrent with its global equity offering. the Group issued

USD 1150 million of subordinated convertible bonds. The bonds have a maturity of
20 years and a fixed coupon of 3.25% during the first 10 years, which will be reset

to a floating six month Libor plus 180 basis points for the last 10 years. Up to and in-
cluding 21 November 2011, the bonds can be converted into Swiss Re shares ata
price of CHF 207.19 per share with a fixed USD exchange rate of 1.6641. The bonds
have been issued by the Group and are unconditionally and irrevocably guaranteed
on a subordinated level.

In April 2002, the Group privately placed GBP 100 million of subsidiary preference
shares in the United Kingdom. These shares are redeemable. non-voting and were issued
with a cumulative fixed rate dividend of 4.84% (payable semi-annually) and have a final
redemption date in 2006.

in June 2002, the Group issued under the EMTN programme index-linked notes,
totalling EUR 10 million with a seven year maturity.

tn July 2003, the Group entered into one private placement structure. The transaction
amounted to NZD 400 million with a maturity of 10 years and a coupon of 7.84%.
Interest is payable monthly.

tn August 2003, the Group issued under the EMTN programme a GBP 70 million bond
with a coupon of 4.38% which is repayable annually over 7 years, ending April 2010.

In December 2003, the Group issued under the EMTN programme a CHF 50 million
bond with an interest rate of three month Libor plus 2 basis points, maturing in 2006.

in December 2003, the Group entered into a bilateral credit agreement of USD 100 mil-
lion. The respective bank loan bears interest at a rate equal to three month Libor plus
3 basis points and matures in December 2006.

In the first half of 2004, the Group issued under the EMTN programme three zero coupon
notes totalling USD 56 million with a five year maturity and a two year senior note
totalling USD 50 million with an interest rate of 1.99%.

In July 2004, the Group issued a mandatory convertible bond totalling EUR 6872 million
with an interest rate of 6.13% due in 2007. The securities will autormatically convert into
Swiss Re shares in three years (see note 9).

In August 2004, the Group privately placed GBP 170 million of subsidiary preference
shares in the United Kingdom. These shares are redeemable, non-voting and were issued
with a cumulative fixed rate dividend of 4.92% (payable quarterly) and have a final re-
demption date in 2009.

In the second half of 2004, the Group issued under the EMTN programme a note
totalling EUR 10 million with an interest rate of 6.00% for the first two years and two
notes totalling EUR 10 million with an interest rate of 4.00% for the first three years,
due in 2009,
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Asbestos and environmental claims
exposure
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In October 2004, the Group issued under the EMTN programme a note totalling
JPY 5000 million with an interest rate of 0.81% due in 2009,

In September and December 2004, the Group received cash collateral totalling
CAD 560 million to secure counterparty risk arising from a basket of credit default swaps
which mature in 2009 and 2010.

The Group derecognised three insurance-linked securities totalling USD 360 million be-
cause the Group was not the primary beneficiary as of 1 January 2004. The Group
recognised insurance-linked and credit-linked securities totalling USD 70 million because
the Group was the primary beneficiary as of 1 January 2004 (see notes 1 and 16}.

7. Unpaid claims and claim adjustment expenses

The Group's obligation for claims payments and claims settlement charges also includes
obligations for long-latent injury claims arising out of policies written prior to 1985, in
particular in the area of US asbestos and environmental liability.

A reconciliation of the beginning and ending reserve balances for asbestos, environmen-
tal and other long-latent liability claims and claim adjustment expenses for the periods
presented is as follows:

CHF millions 2003 2004
. Balance as of 1 January e 2378 1879
Reinsurance recoverable -260 -204
Net claims reserve , 2m8 1675
Cameneures T
Claims paid T <2 A
Effect of foreign currency translation -204 -117
Net claims reserve 1675 1357
Reinsurance recoverablé . - ” ZOVAL 167
Balance as of 31 December 1879 1524

The Group maintains an active commutation strategy to reduce exposure. The number
and amount of commutations were lower in 2004 compared to 2003, and paid claims
decreased in 2004 versus 2003 due to the effect of this strategy. When commutation
payments are made, the traditional “survival ratio” is artificially reduced by premature
payments which should not imply a reduction in reserve adequacy.

The Group provisions are the undiscounted value of potential ultimate claims payments
and claims settlement charges, less amounts paid to date.
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Share data
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Provisions for long-latent injury claims outstanding at 31 December 2004 reflect the
estimated future trend of claims payments and claims settlement charges. Due to the in-
herent uncertainties and assumptions on which these estimates are based, however,
the Group cannot exclude the need to make further additions to these provisions in the
future.

8. Personnel expenses

CHF millions 2003 2004
Salarles . T ‘ 1443 1383
Employee benefits e 307 ... 355

The Group had 8 359 employees at 31 December 2004, compared to 7 949 at 31 De-
cember 2003.

9. Shareholders’ equity

All of the Group's reinsurance companies prepare statutory financial statements based
on local laws and regulations. Most jurisdictions require reinsurers to maintain a mini-
mum amount of capital in excess of a statutory definition of net assets or maintain certain
minimum capital and surplus levels. In addition, some jurisdictions place certain re-
strictions on amounts that may be loaned or transferred to the parent company. The
Group's ability to pay dividends may be restricted by these requirements.

CHF millions (except share data) 2003 2004
Basic earnings per share

Income available to commd‘r‘{é‘f‘w‘é}es .......................... H 1 702 - 2475
Weighted average common shares outs‘f.éndmg .................................. 310 379 068 309 274 654
Net incorme per share‘.\‘f.\.CH‘f; ................................... I “sas 800
Effect of dilutive securities

Change in income available to éommon éﬁbares due vvvvvvvvvvvv

to convertible bonds e EET. .
Change in average number of shares due to convertible bonds

andemployeecptions 9397419 15279024
Diluted earnings per share

Incd}.hévé.\v/atléﬂb‘l‘é 1o common shares assummg debt c“é»r‘{\»/.ers:on

and exermsgpf opnons 1735 2523
Welghted average common shares outstandlng ' ' 319 776 487 324553678
Netincome per share in CHF . - ' 5.43 7177

In 2004 Swiss Re purchased 9236 800 call options to offset the exposure to deliver
Swiss Re shares under the Convertible bond issued in 20071 (see Derivatives indexed to
Swiss Re shares).
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Treasury shares

Derivatives indexed to Swiss Re shares
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As of 31 December 2003 and 2004, the Group held 1280875 and 933 128 treasury
shares, respectively. These shares are available for stock-based compensation plans and
other corporate purposes.

In 2004, 1036 269 treasury shares were acquired at an average price of CHF 81.06
and 1384016 treasury shares were sold at an average price of CHF 87.43, including
898 561 treasury shares delivered to employees in connection with stock-based
compensation plans.

As of 31 December 2003 and 2004, the Group was short 383333 and 335000 call
options, respectively. In 2004, 2 255000 call options were sold at an average price of
CHF 1.04.

As of 31 December 2003 and 2004, the Group was short 666 866 and 465 000 put
options, respectively. In 2004, 1360000 put options were sold at an average price of
CHF 7.30.

Furthermore, Swiss Re purchased derivatives, indexed to Swiss Re shares, with respect
1o stock-based compensation plans and to offset the exposure to deliver Swiss Re shares
under the convertible bond, issued in 2001. The underlying shares, previously com-
mitted to the convertible bond issued in 2001, were reallocated to the mandatory con-
vertible bond, issued in 2004, For the above hedging transactions 10436 524 call
options were acquired at an average price of CHF 15.37 in 2004. As of 31 December
2003 and 2004, the Group held 1000000 and 10436 524 call options, respectively.

10. Income taxes

The Group is generally subject to corporate income taxes based on the taxable net
income in various jurisdictions in which the Group operates. The components of the
income tax charge were:

CHF millions 2003 2004
Current taxes » 548 175
S ‘ [ R e — 71f
Income tax expense 634 892
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The components of deferred income taxes were as follows:

CHF millions 2003 2004
Deferred tax assets - _—
Jeetnicalprovisions 918 952

. Incomeacerued/deferred 385 481
. Unrealised osses on mvestrments 428 573
_Benefiton ‘Ioss‘éa_(ryforwa‘rds .... 2163 2298
Other 637 944
Gross deferred tax assets 4501 5248
Valuation allowance -10B62 -1461
Total 3449 3787
Deferred tax liabilities e
Present value of future profits e 1985 2205
_Income accrued/deferred 289 220
JBondamortisation 67 281
Deferred acquisition costs 465 414
Technicalprovisions 554 1038
........ Unrealised gains on investments e LAse e
ther Ot et oo 034
Total 5014 5803
Deferred income taxes 1565 2016

As of 31 December 2004, the Group had CHF 943 million of domestic and

CHF 6037 million foreign net operating tax loss carryforwards, expiring as follows:
CHF 292 million in 2007, CHF 137 million in 2008, CHF 888 million in 2009
and CHF 5663 million after 2009. The Group also had capital loss carryforwards of
CHF 461 million, almost all of which expire beyond 2009.

Income taxes paid in 2003 and 2004 were CHF 309 million and CHF 421 million,

respectively.

11. Benefit plans

The Group sponsors various funded defined benefit pension plans covering the majority
of its worldwide operations. Employer contributions to the plans are charged to income
on a basis which recognises the costs of pensions over the expected service lives of em-
ployees covered by the plans. The Group's funding policy for these plans is to contribute
annually at a rate that is intended to maintain a level percentage of compensation for the
employees covered. A full valuation is prepared at least every three years.

The Group also provides certain health-care and life insurance benefits for retired em-
ployees and their dependants. Employees become eligible for these benefits when they
become eligible for pension benefits.

The measurement date of these plans is 30 September for each year presented.

33




34

Swiss plans
pension benefits

Foreign plans

pension benefits Other benefits

CHF millions 2003 2004 2003 2004 2003 2004
Benefit obligation as of 1 January 2062 231 972} 1115 523‘ 517
Service cost 91 94 50 5 36 37
Interest cost 78 8 60 68 24 23
Amendments R LA A 8
-9 -96 -7 SBo-n2
Feciassficaton o e
Effect of foreign currency translation -28 —20 T -9
Benefit obligation as of
31 December 2321 2454 1115 1332 517 519
Fair value of plan_”as_set_s as Qf 1 January 19068 » 2240 862 ___734 -
Actual return on plan assets 206 102} 75 » 3
Company contribution M4 me 60 72 13 12
Benefis paid o5 -9 -3y -3 13 -12
Acquisttions/isposals L B o
Reclassification - » 58 ” -
Effect of foreign currency trahslation -18 H :30
Fair value of plan assets as of
31 December 2240 2362 734 944
Reconciliation of balance sheet
Funded status - 81  -92 -381 -388 517 -519
Unrecognised losses/gains 554 “ 595 264 » 233 50 bbbbbbbbbbb 31
Unrecognised prior service cost 38 35 5 4 —52 -62
Unreco.é.;nised transition obllbibgation/ o
asset TR B _37 -12
Additional minimum liability gross:
Intangible assets -4 i -4
rmAccu‘muIated othercd.m.;s.rehensive -
income -125 -95
Net amount recognised 474 526 -241 =250 -519 -550
Amounts recognised in the balance
sheet consist of | . —
Prepaid benefit cost 474 526 42 36
Accrued benefit liability -283 -286 -513 -550
Net amount recognised 474 526 —241 -250 -519 -550
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Swiss plans

pension benefits

Foreign plans
pension benefits

Other benefits

CHF millions 2003 2004 2003 2004 2003 2004

Components of net periodic

bemefitcost

Service cost

(net of participant contributions) o ...84 .80 .51 36 37

interesteost 78 8 60 68 24 23

Expected return on assets_ llllllllll —17101 -11‘4‘ -60 -59 ‘

prmortsaton of S

....... Netgain/loss .3 2 1. 12 3 01
_ Prior service cost . 3 3 3 1 -5 -5
Transmon obhgatl_pn/g__s_,s_eyu_ . s _25 .............................. Y

Effect of settlemérﬁ curtailment and

termination -3 6

Net periodic benefit cost 40 65 51 79 58 56

The accumulated benefit obligation (the current value of accrued benefits excluding
future salary increases) for pension benefits was CHF 3046 million and CHF 3 350 mil-
lion as of 31 December 2003 and 2004, respectively.

Swiss plans

pension benefits

Foreign plans
pension benefits
weighted average

Other benefits
weighted average

2003 2004 2003 2004 2003 2004
a) Assumptions used to determine
obligations atthe end of theyear =
Discount rate 3.8% 3.8% 5.8% 5.8% 4.5% 4.3%
Rateofcompensationincrease  23%  2.3%  46% 48%
b) Assumptions used to determine net
periodic pension costs forthe yearended L B
Discountrate o 38% 38% 62% 68% 45% 45%
Expected \ong term retum on plan
assets - 5.0% 5.0% 75%  7.0%
Rate of“(‘:‘.c.)h.wnb.énsatlon increase 2.3% 23% ‘ 47% ‘ 46%

Med\caltrend mmalrate

_____ 12% . 89%
4.5% 4.3%
2015 2015

The expected long-term rates of return on plan assets are based on long-term expected
inflation, interest rates, risk premiums and targeted asset category allocations. The
estimates take into consideration historical asset category returns.
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Assumed health-care cost trend rates have a significant effect on the amounts reported
for the health-care plans. A one percentage point change in assumed health-care cost
trend rates would have had the following effects for 2004:

1 percentage 1 percentage

CHF millions pointincrease  point decrease
Effect on total of service and interest cost components 12 -9
Effect on post-retirement benefit obligation N =71

The actual asset allocation by major asset category for defined benefit pension plans as
of the respective measurement dates in 2003 and 2004, and the target allocation for
2005 are as follows:

Swiss plans Foreign plans Swiss Foreign
actual allocation actual allocation plans plans
2003 2004 2003 2004 target allocation
Asset category B . S
Equiyseouties 30% 3%  57%  56% 20%-45% 42%-68%
Debt securities  50% 46%  40%  40% 30%-70% 31%-53%
Real estate 16%  17% 15%-30%  0%-4%
Other 4% 5% 3% 4%  0%-5% 0%-17%
Total ©100% 100% 100% 100% 100% 100%

Actual asset allocation is determined by a variety of current economic and market condi-
tions and considers specific asset class risks.

Equity securities include Swiss Re common stock of CHF 17 million (0.6% of total plan
assets) and CHF 10 million (0.3% of total plan assets) as of 31 December 2003 and
2004, respectively.

The Group’s pension plan investment strategy is to match the maturity profiles of the
assets and liabilities in order to reduce the future volatility of pension expense and fund-
ing status of the plans. This invclves balancing investment portfolios between equity
and fixed income securities. Tactical allocation decisions that reflect this strategy are
made on a quarterly basis.

The emplayer contributions expected to be made in 2005 to the defined benefit pension
plans are CHF 170 million and to the post-retirement benefit plan are CHF 13 million.

As of 31 December 2004, the projected benefit payments, which reflect expected future
service, not adjusted for transfers in and for employees’ voluntary contributions, are as
follows:

Swiss plans Foreign plans
CHF millions pension benefits pension benefits Other benefits
2005 110 45 13
2006 .m0 4 4
2007 1o  .....h"
2008 . s 16
2009 o o7
Years 2010-2014 650 - 360 100
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The Group sponsors a number of defined contribution plans to which employees and
the Group make contributions. The accumulated balances are paid as a lump sum at the
earlier of retirement, termination, disability or death. The amount expensed in 2003
and in 2004 was CHF 15 million and CHF 16 million, respectively. 2003 was adjusted to
reflect reclassifications.

12. Stock compensation plans

As of 31 December 2003 and 2004, the Group had the stock-based compensation
plans described below.

Under the fixed option plan, the exercise price of each option equals the market price of
the shares on the date of the grant. Options issued vest at the end of the fourth year and

have a maximum life of ten years.

A summary of the activity of the Group's fixed stock option plan is as follows:

Weighted Weighted
average exercise 2003 average exsrcise 2004
price in CHF shares price in CHF shares
Outstanding, 1 January e o4 8777288 134 8488600
___________ 682049900 93 1301150
OPHONS BXEICISET. e 60 -3000
e e 131 -52500
Options forfeited 146 -338558 130 -345266
QOutstanding, 31 December 134 8488600 128 9388984
Exercisable, 31 December 1456540 2769840
vvéighted wierage fair‘va!‘ue o omtions - BRI Aot ediied
granted during the year per share 16 27

The following table summarises the status of fixed stock aptions outstanding as of .
31 December 2004:

Range of Weighted average Weighted average

exercise price Number remaining contractual exercise price

in CHF of options life in years in CHF

........ 60-74 .. 1987390 S B8
........ 93-138  ......2052890 SR 7 L L

140-1886 4748704 6.0 163

60-186 9388984 6.7 128

The fair value of each option grant is estimated on the date of the grant using a binomial
option-pricing model, with the following weighted average assumptions used for grants
in 2003 and 2004, respectively: dividend yield of 2.8% and 2.0%; expected volatility

of 28.7% and 33.1%:; risk-free interest rate of 2.3% and 1.7%; expected life of 6.0 years
and 8.0 years.
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The Group does not recognise compensation expense at fair value for the fixed option
plan. If compensation expense had been recognised at fair value, the Group’s net income
and earnings per share would approximate the pro-forma amounts in the following table:

CHF millions 2003 2004
Net income, as reported B 1702 2475
Less: total stock—baséd employee compensétion expenses detevrmvined

under the fair value method, net of related tax effects ) =37 -34
Pro-forma néfincome 1666 2447

1 8.00

Basic — as reported

_ Basic - pro—fﬁrm_a_ o 789
Di\ut_ed___—” as reported 177
Diluted — pro-forma ..1.67

The employee compensation expense reflects the four-year vesting period of options.

The Group introduced a restricted share plan during 2004 to complement the fixed
option plan. In addition, restricted bonus shares were issued during 2004,

Under these plans, 301 251 restricted shares were granted at a price of CHF 93 per
share, which equals the market price of the shares on the date of grant. The shares issued
vest at the end of the fourth year.

Swiss Re’s employee participation plan consists of a savings scheme lasting two or three
years. Employees combine regular savings with the purchase of either actual or tracking
options. Swiss Re contributes to the employee savings.

At maturity, the employee either receives shares or cash equal to the accumulated savings
balance, or the employee may elect to exercise the options.

In 2003 and 2004, 1381951 and 287 477 options, respectively, were issued to cover
the duration of the schemes incepting in those years. The Group contributed CHF 14 mil-
lion and 17 million, respectively, to the plan.

13. Commitments and contingent liabilities

As of 31 December 2003 and 2004, the Group had outstanding guarantees of
CHF 11 686 million and CHF 13 850 million, respectively.

At 31 December 2004, CHF 12 242 million (2003: CHF 9 173 million) were guarantees
on all present and future obligations in respect of Sale & Repurchase Agreements or Glo-
bal Master Securities Lending Agreements, with expiry dates up to 2036. CHF 1408 mil-
fion (2003: 2 523 million) were guarantees issued to third parties in respect of obliga-
tions of a number of subsidiaries of the Group with varying expiry dates.

As a participant in fimited investment partnerships, the Group commits itself to making
available certain amounts of investment funding, callable by the partnerships for periods
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of up to 10 years. The total commitments remaining uncalled as of 31 December 2003
and 2004 were CHF 835 million and CHF 588 million, respectively.

As part of its regular business, the Group makes capital (equity. debt) available to clients,
contingent on the occurrence of a defined event.

The Group had four guarantees as of 31 December 2003 and 2004, which primarily
indemnify the purchasers of former Group entities for possible run-off losses or claims for
pending litigation.

The Group enters into a number of guarantees, limited by the underlying business, with
purchasers of former Group entities, regulators and others, with varying terms in the ordi-
nary course of business.

As part of its normal business operations, the Group enters into a number of lease agree-
ments. Such agreements, which are operating leases, total the following obligations for
1he next five years and thereafter:

As of 31 December 2004 CHF millions
200 90
2006 S .-
2007 S
2008 . o . [ R . e
2008

After 2009

Total

The corresponding lease expenses incurred in 2003 and 2004 were CHF 43 million and
CHF 48 million, respectively.

The Group enters into a number of contracts in the ordinary course of reinsurance and
financial services business which, if the Group's credit rating and/or defined statutory
measures decline to certain levels, would require the Group to post collateral or obtain
guarantees. The contracts typically provide alternatives for recapture of the associated
business.

In the normal course of business operations, the Group is involved in various claims, law-
suits and regulatary matters. In the opinion of management, the disposition of these or any
other legal matters, except as disclosed in this note, is not expected to have a material ad-
verse effect on the Group’s business, consolidated financial position or results of operations.

The Group directly underwrote approximately 25% of the excess coverage for the
USD 3.5 billion in first party insurance obtained by the lessees of the World Trade Center.

After the destruction of the World Trade Center the Group initiated litigation against

the lessees, its lenders and the Port Authority of New York and New Jersey in the United
States District Court for the Southern District of New York to obtain a declaration of the
Group's rights and obligations with respect to all parties in interest. The defendants filed
counterclaims and joined other insurers in the lawsuit,
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On 3 May 2004, a jury found that the Group had bound coverage on a policy form under
which, according to a previous court decision, the insureds may recover from Swiss Re a
maximum of Swiss Re's 25% share of the USD 3.5 billion policy limit. As a result, the
Group's exposure for claims related to the attack on the World Trade Center remains con-
sistent with the existing loss estimates. The defendants have filed various post-verdict
maotions and a notice of appeal.

14. Assets under management

The Group acts as manager for certain pooled funds that operate similarly to mutual
funds. As of 31 December 2003 and 2004, net third-party assets under management at
market value were CHF 57 546 million and CHF 58 649 million, respectively.

15. Information on business segments

The Group provides reinsurance and financial services throughout the world through
three business groups, which are determined by the organisational structure. These are
the Property & Casualty Business Group; the Life & Health Business Group; and the
Financial Services Business Group, which includes the Risk Solutions, Credit Solutions,
Capital Management and Advisory and Asset Management business sectors. The
Corporate Centre provides direction and Group-wide support to the business groups.

The main expenses excluded from the measurement of segments are goodwill amorti-
sation, interest expenses, indirect taxes and income taxes.

Net investment income and realised investment gains are allocated to the business
groups based on the net investment income and realised investment gains of the legal
entities that are operated by these business groups. Where one entity is utilised by

two or more business groups, the net investment income and realised investment gains
are allocated to these business groups using technical reserves and other information
as a key for the allocation. The Financial Services Business Group provides investment
management services to the other business groups. and includes the fees charged in
net investmentincome. These fees are based on service contracts.

The Financial Services Business Group provides structuring support for certain transactions,
for example insurance-linked securities, issued on behalf of the business groups. The Finan-
cial Services Business Group includes the fees charged in net investment income. The busi-
ness groups provide origination services for certain transactions underwritten and account-
ed for within another business group. The commissions are included in acquisition costs.

The Financial Services Business Group presents certain income statement items in a
different format to the Group. These items are reclassified to the Group income statement
format in the reconciliation column. The main reclassifications are to allocate certain fee
income from fees and commissions to net investment income, and certain investment
expenses from other operating costs and expenses to net investment income. The re-
classifications do not affect operating income.
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a) Business group results

2003 Property & Life & Financial Corporate Reconcili-
CHF millions Casualty Health Services Centre Other ation Total
Revenues PP PPN . P N PO O DSOS USSP DR P
Ef?.rﬂ!u_ms efzrﬂed. ................................ 17409 10229 3102 30740
vemesmertincoms es soes me o 7 aes
Netrealised investment gains/losses 371 B5 38 37
Tengrmees
Fees, commissions and other revenues a3 24 211 236
Total revenues 18945 13369 4365 -35 ~204 36430
B AP 0S
Claims and.élalm adjustment expenses o
ife and health benefits. ~12660  -9085  -2288 47 23983
,,,,,,,,,,,,,, -3769  -2479 586 720 6834
goodvwill T L .. .73
Other operating costs and expenses -689 -587 -926 -403 ~-504 177 —2 942
Total expenses -17128 -12151 -3797 -403 -819 204 -34094
Operating income/loss 1817 1218 558 -403 -8b4 0 2336
2004 Property & Life & Financial Corporate Reconciti-
CHF millions Casualty Health Services Centre Other ation Total
Revenues PP PP PSP O P PP PP Lo
T 15987 10205 8247 — 29439
Net mvestment income 1313 3178 333 27 6 4857
Net realised investment gains 778 133 ‘ 179 vvvvvvvvv 26 ............... 1116
Trading S . . s T e 438
Fees, commissions and other revenué.é .................... 355 ............. 39 “—151 243
Total revenues 18078 13516 4552 92 -145 36093
BB
Clalm‘s“an‘d élalrn adjustment expenses‘:v S
life and health benefits -11474 -9331 -2379
Acquisition costs ~3520 -2177 -628 ,
Amomsatlonofgoodeﬂ e ” i S | _277 - _277
Other operating costs and expenses 735 -704 -850 -343 | _453 145 —2940
Total expenses -15729 -12212 -3857 -343 -730 145 -32726
Operating income/loss 2349 1304 695 -343 -638 0 3367
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b) Supplementary income statement information

Premiums, claims and claim adjustment expenses and acquisition costs are reported net
of retrocession in the Group’s income statement. Gross, retroceded and net amounts for

these items were as follows:

2003 Property & Life & Financial
CHF millions Casualty Health Services Total
Premiums e
Premiums written, gross 1852 11669 3141 33338
~ Premiums written, reto B -937 —1453 -168  -2558
Premiums written, net ; 17591 v10216 2973 30780
. Change In uneamed premiums, gross oied 18 2 103
‘Change in unearned premiums, retro N 2 . —-145 143
Change in unearned premiums, net -182 13 129 -40
Premiums earned 17409 10229 3102 30740
Claims paid, gross -11155  -8666 -1967 -21788
~ Claims paid, retro 1318 1062 122 2502
| esy -7e0s -184s -19780
Change in unpaid claims and claim adjustment
expenses; life and health benefits, gross ~=2561 -1759 =277 -4597
Change in unpaid claims and claim aajustment S
__expenses, life and health benefits, retro -262 278 -118 -100
Change in unpaid claims and claim adjustment
expenses; life and health benefits, net -2823 -1481 -393 -4697
Chan“_c.;e in equalisation resér\;es
Claims and claim adjustment expenses;
life and health benefits -12660 -9085 -2238 -23983
Acquisition costs _ _, .
Acauisition costs, gross -3913  -2808  -623 7344
Acquvisition costs, rétro “ 144 329 17 490
Acquisition costs, net ~-3769 -2479 -606 ~-68b4
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2004 Property & Life & Financial
CHF millions Casualty Health Services Total
Premiums o T
_____ Premiums wiitien, gross 16760 11721 3261 31732
. Premiums written, retro 7867 1815 —172 2654
Premiums written,net 16893 10206 3079 29178
Change in unearned premiums, gross 84 .7t 303 386
_...Change in unearned premiums, retro L ~185 1%
Chénge in‘uneém.ed premiurﬁs, net ........ 94 -1 “168 261
Premiums earned 15987 10205 3247 29439
Clalms P T .
Claims paid, gross -10646  -8651 -20256 -21322
 Camspaci e e 26 ea 303
Clamspaid.net o ~9026  -7405  -1861 -18292
Change“iﬁ L.J.hpaid claimé and clairh‘ adjustment N ‘
expenses, life and health benefits, gross ~ =149] -2165 . =125 -3781
Cﬁahgé“\‘n unpaid claims and claiﬁﬁ édjﬁstment -
_expenses, life and health benefits, retro -1198 239 =393 -1302
Changein unpai.d claims and‘élé.iv;ﬁ..adjﬁétment llllllll
expenses; life and health benefits, net ) -2689  -1926 -518 -5133
Change in equalisation reserves 241 241
Claims and claim adjustment expenses;
life and health benefits -11474 -9331 -2379 -23184
Acquisition costs SR SR
. Acquisition costs, gross 3682 -2519 642 6843
Acquisition coéfé, retro 162 342 14 518
Acquisition costs, net -3520 -2177 -628 -6325
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¢) Supplementary balance sheet information

Unpaid claims and claim adjustment expenses, liabilities for life and health policy bene-
fits and unearned premiums are reported gross in the Group's balance sheet. Gross and
retroceded amounts for these and other items were as follows:

2003 Property & Life & Financial
CHF millions Casualty Health Services Total
Assets
Reinsurance recoversble
Reinsurance recoverable on
paid and unpaid claims e 2729 1057 554 4340
Reinsurance recoverable on
life and health policy benefits 2317 2317
Total 2729 3374 554 6657
Deferred acquisition costs 1032 35638 184 4754
Prepaid reinsurance premiums’ 100 191 291
Deferred expense on retroactive reinsurance! 466 773 1239
Uisbilities _ S
Provisions for profit commissions? 707 276 694 1677
Unpaid claims and claim adjustment expenses v o .
Unpaid claims and claim adjustment expenses 41365 11349 9332 62046
Equalisation reserves 1428
Total 63474
Life and health policy benefits 37244 37244
Unearned premiums 4589 162 17086 6457

! These balances are included in other assets.

2 These balances are included in reinsurance balances payable.
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2004 Property & Life & Financial
CHF millions Casualty Health Services Total
Assets . e
Reinsurance recoverable =~
Reinsurance recoverable on
paidandunpaidclaims 1476 1080 230 2796
Reinsurance recoverable on
life and health policy benefits 3619 3519
Total 1476 4609 230 6315
Deferred acquisition costs 1005 3658 212 4875
Prepaid reinsurance premiums’ 102 50 152
Deferred expense on retroactive reinsurance’! 378 656 1034
Liabilities . e e
Provisions for profit commissions? 406 352 676 1434
Unpaid claims and claim adjustment expenses
..Unpaid claims and claim adjustment expenses 40943 | 11280 8735 = 60958
Equalisation reserves 1177
Total 62135
Life and health policy benefits 43239 43239
Unearned premiums 4253 158 1337 5748
1 These balances are included in other assets.
2 These balances are included in reinsurance balances payable.
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d) Property & Casualty Business Group - by line of business

2003

CHF mitlions Property Liability Motor Accident Other lines Total
Revenues e e | .
Premiums eamned 8776 4726 3151 1180 2606 17409
Expenses ... R , , B . .
Claims nd cleim adjustment sxpenses D8221  -4178 26530 -847  -1884 12660
Acquisiioncosts 1060 S1104 -84 ~251 ~613 73769
Other operating costs and expenses ... ..2288 =220 %6 - L 699
Underwriting result 1127 -776 =76 8 -2 281
ClaIMS (8O I K0 e %58 . 884 .. 80.3 787 723 127
Expense ratioin % 247 28.0 221 256 278 257
Combinedratioin% 805 1164 102.4 893 . 1001 | 984
2004

CHF millions Property Liability Motor Accident Other lines Total
ROVENUSS e B - R
Premiumseamed 5163 4766 2700 7389 2619 15987
Expenses R S . .
Claims and claim adjustment expenses 2746 4282 2166 393 ..01887 o4
Acquistioncosts -1120 -1m4 639 -162  -B85  -3520
Other operating costsand expenses .. ... ~271 -187 =109 ~38 D180 7735
Underwriting result 1026 -817 -114 146 17 258
Claims ration% 532 898 802 532

Expenseratioin® 269 273 240 270

Combined ratio in % 801 nm7zn 1042 goz
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e) Life & Health Business Group - by line of business

2003

CHF millions Life Health Total
RO IS R
Premums earned .. ., B203 1966 10228
Netmvestmentmcome ) S 2440 645 3085
Net realised mvestment gams - 41 14 55
Total revenues 10744 2825 13369
Expenses
Claims and claim adJustment expenses:

Weand healthbensfits o =7226 1860 9085
Acquistion costs . 1924 o555 -2479
Other operating costs and expenses -455 -132 -587
Total expenses -9604 -2547 -12181
Operating income 1140 78 1218
Operating result, excluding net realised

investrment gains’ 1099 64 1163
Qperating revenues’ o 10703

Managém'e”Ht expense rat|o . % ........... i 5 | . as
Reunonoperangmenvesns s

2004

CHF miltions Life Health Total
Revenues
Premiumsearned B417 1788 10205
Netinvestmentincome 2567 .. 621 3178
Net realised investment galns 60 73 133
Total revenues 11034 2482 13516
ExPenses .........................................................

Claims and claim adJustmem expenses:

life and health benefits -7677 -1654 ~ -9331
peusoncoss I T
Other operating costs and expenses -584 -120 -704
Total expenses -9976 -2236 -12212
Operating income 1058 246 1304
Operating result, excluding non-participating

net realised investment gains' 1049 173 1222

Operating revenues’

Management expense rat\o in %

Return on operating revenues in %

T Net realised investment gains in which pol\cyholders directly participate of nil and CHF 51 million for 2003 and
2004, respectively, are included in operating revenues and in the operating result.
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f) Financial Services Business Group - by business sector

Capital
2003 Risk Credit Management Asset
CHF millions Solutions Solutions and Advisory Management Total
Revenues o S
Premiumsearned I 2246 g1 b 3102
Netinvestmentincome R -2 .- L..318
Net realised investment gains/losses B 2 Ll A S
Tadngrevenues L8 8 92 . _4n2
oo éﬁbd”c”ém“fhissionsb ............................... ‘ . . i 554 a3
Total revenues 2577 3966 578 234 4355
Expenses S B . . B
Claims and claim adjustment expenses R 881 484 -2288
Acquistioncosts e A2 A -
Operating costs -167 -68 -481 -240 -926
Total expenses -2270 -799 -488 -240 -3797
Operating income/loss 307 167 90 -6 558
Capital
2004 Risk Credit Management Asset
CHF millions Solutions Solutions and Advisory Management Total
Revenues o e B
Premiums earned v - S 2349 883 15
” 284 47 2.
. s . o — 3
Fees and commissions 1 128 216
Total revenues 2810 1055 471 216
Expenses o B v e N - N
Claims and claim adjustment expenses . . L A 0= S -2379
Acguisitoncosts e . o 34 o314 e -628
Operating costs B -184 -66 —401 -199 -850
Total expenses -2432 -825 -401 -199 -3857
Operating income 378 230 70 17 695

The Capital Management and Advisory business sector provides marketing services to the Credit Solutions and Risk Solutions business
sectors. Capital Management and Advisory fees and commissions include the fees charged. The Asset Management business sector
provides investment management services to other business sectors. These management services fees are included in fees and com-
missions.
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g) Geographic gross premiums written

CHF millions 2004
United States 15172
United Kingdom 2616
Gemany .. | 2015
Ita\y .... Y. - e 1158
France 1128
Ca‘r'{vada‘ ........................................... 992
Swizerland 945
Auétfalié ...... . I .... 936
‘Né.therlar\ds ........ 717
b Sosa
Total 31732

h) Gross premiums written by line of business

CHF millions

Liability

Motor .
Engvineerm‘g‘_ ‘
Credt/surety
Marine
Accident
Aviationandspace

Other lines

Total non-life

Life . - e 9501 ... 9798
Health 2168 1923
Total life/health 11669 11721
Total 33338 31732
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Subsidiaries and equity investees

Methed of consolidation:

f

€
:

2
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full

equity

Net asset value instead of share capital
Joint venture from accounting view

16. Subsidiaries, equity investees and variable interest entities

Share capital Affiliation in % Method of

(CHF millions)  as of 31.12.2004  consolidation
Europe
Switzerland
Diax Holding 9 37.26 e
European Reinsurance Company of Zurich 312 100 f
SR Institutional Funds? 9018 99.63 f
Swiss Re Asset Management (Switzerland) AG 15 100 f
Swiss Re Partnership Holding AG 0 100 f
Xenum Finance AG 1 4260 e
Germany
Swiss Re Germany AG 70 100 f
Swiss Re Germany Holding AG 77 100 f
United Kingdom
Aberdeen European Growth Unit Trust! 694 56 e
Aberdeen Far Eastern Emerging Economies Unit Trust! 1209 49 e
Aberdeen North American Unit Trust’ 477 69 e
Aberdeen UK Emerging Companies Unit Trust? 241 67 e
Banian Investments UK Ltd 1 100 f
Calico Leasing (GB) Ltd 76 100 f
Cyrenaic Investments (UK) Ltd 1310 100 f
Dex Hold Ltd 0 100 f
European Credit and Guarantee Insurance PCC Ltd 10 100 f
Fox-Pitt, Kelton Group Ltd and group companies 0 100 f
Life Assurance Holding Corporation Ltd 159 100 f
Palatine Insurance Company Ltd 16 100 f
Princess Management & Insurance Ltd 3 49.99 e
Reassure UK Life Assurance Company Ltd 220 100 f
SR Delta Investments (UK) Ltd 8 100 f
SR Internationa! Business Insurance Company Ltd 269 100 f
Swiss Re Capital Markets [td 239 100 f
Swiss Re Financial Services Ltd 15 100 f
Swiss Re GB Plc 1394 100 f
Swiss Re Life & Health UK Ltd 415 100 f
Swiss Re Properties 0 100 f
Swiss Re Services Ltd 5 100 f
Swiss Re Specialised Investments Holdings (UK) Ltd 2 100 f
Swiss Reinsurance Company UK Ltd 1035 100 f
The Mercantile & General Reinsurance Company Ltd 305 100 f
Windsor Life Assurance Company Ltd 13 100 f
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Share capital

Affiliation in %

Method of

(CHF millions) asof3112.2004 consolidation
Ireland
Pegasus Strategic Investment Company Plc! 231 100 f
Swiss Re International Treasury (Ireland) Ltd 0 100 f
Swiss Re Ireland Ltd 130 100 f
Swiss Re Life & Health {Ireland) Ltd 1 100 f
Italy
Swiss Re ltalia SpA 23 100 f
Luxembourg
Special Risk Insurance and Reinsurance Luxembourg SA? 12 18.18 e
Swiss Re Management (Luxembourg) SA 12 100 f
Swiss Re Treasury (Luxembourg) SA 12 100 f
Netherlands
Algemene Levensherverzekering Maatschapptj NV 8 100 f
Atradius 87 41.96 e
Calam CV 0 100 f
Reassurantie Maatschappij Nederland NV 12 100 f
Swiss Re Life & Health Nederland NV 5 100 f
Swiss Re Nederland Holding BV 1 100 f
France
Frasecur Société d'Investissement & Capital Variable! 140 99.95 f
Hungary
Swiss Re Treasury (Hungary) Ltd 0 100 f
North America
Barbados
Accra Holdings Corporation 126 100 f
Atlantic International Reinsurance Company Ltd 5 100 f
European Finance Reinsurance Company Ltd 6 100 f
European International Holding Company Ltd 186 100 f
European International Reinsurance Company Ltd 186 100 f
Gasper Funding Corporation [¢] 100 f
Stockwood Reinsurance Company, Ltd 1 100 f
Underwriters Reinsurance Company (Barbados) Inc 126 100 f
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f o full
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Share capital Affiliation in % Method of

(CHF millions) as of 31.12.2004  consolidation
Bermuda
30 St Mary Axe (Bermuda) LP 186 100 f
Englewood Lid 0 100 f
Life Re International, Ltd 0 100 f
Old Fort Insurance Company Ltd 0 100 f
Securitas Allied (Bermuda) LP 0 58.55 f
SwissRe Capital Management (Bermuda) Ltd 0 100 f
SwissRe Finance (Bermuda) Ltd 0 100 f
SwissRe Investments (Bermuda) Ltd 0 100 f
Canada
Swiss Re Holdings (Canada) Inc 112 100 f
Swiss Re Life & Health Canada 107 100 f
Swiss Reinsurance Company Canada 10 100 f
Cayman Islands
Ampersand Investments (UK) Ltd 0 100 f
Dunstanburgh Finance {Cayman) Ltd 0 100 f
SR Cayman Holdings Ltd 0 100 f
SR Edinburgh Ltd 0 75 f
SV Corinthian Investments Ltd 2 100 f
Swiss Re Dorus Investment Ltd 4 100 f
Swiss Re Funding (UK) Ltd 6] 100 f
Swiss Re Hedge Funds SPC 171 100 f
Swiss Re Strategic Investments (UK) Ltd 0 100 f
United States
Conning & Company and group companies 0 100 f
Facility Insurance Corporation 1 100 f
Facility Insurance Holding Corporation 6] 100 f
Fort Wayne Health & Casualty Insurance Company 6 100 f
Life Re Capital Trust | 3 100 f
North American Capacity Insurance Company 5 100 f
North American Elite Insurance Company 4 100 f
North American Specialty Insurance Company 5 100 f
Reassure America Life Insurance Company 3 100 f
Sage Life Holdings of America Inc 14 100 f
Southwestern Life Insurance Company 3 100 f
Swiss Re Alternative Assets LLC 0 100 f
Swiss Re America Holding Corporation 0 100 f
Swiss Re Asset Management (Americas) Inc 42 100 f
Swiss Re Atrium Corporation 1 100 f
Swiss Re Capital Markets Corporation 0 100 f
Swiss Re Financial Prcducts Corporation 0 100 f
Swiss Re Financial Services Corporation 0 100 f
Swiss Re Life & Health America Holding Company 0 100 f
Swiss Re Life & Health America Inc b 100 f
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Share capital Affiliation in % tMethod of
(CHF millions) asof 31.12.2004  consolidation
Swiss Re Management Corporation 0 100 f
Swiss Reinsurance America Corporation 7 i 100 f
Valley Forge Life Insurance Company 3 100 f
Washington International Insurance Company 5 100 f
Latin America
Mekico
Swiss Re México SA 34 100 f
Australia
Swiss Re Australia Ltd 18 100 f
Swiss Re Life & Health Australia Ltd 0 100 f
The Mercantile and General Reinsurance
Company of Australia Ltd 12 100 f
Africa
South Africa
Swiss Re Life & Health Africa Ltd 0 100 f
Swiss Re Africa [td 2 100 f
B3



Variablie interest entities
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The Group holds a variable interest in an entity due to a modified coinsurance agreement,
certain insurance-linked and credit-linked securitisations, private equity limited partner-
ships and other entities, which meet the definition of a variable interest entity (VIE).

The insurance-linked and credit-linked securitisations transfer pre-existing insurance or
credit risk to the capital markets through the issuance of insurance-linked or credit-linked
securities. In insurance-linked securitisations, the securitisation vehicle initially assumes
the insurance risk through insurance contracts. In credit-linked securitisations, the securi-
tisation vehicle initially assumes the credit risk through credit default swaps.

The securitisation vehicle generally retains the issuance proceeds as collateral. The
variable interests arise through ownership of insurance-linked or credit-linked securities,
or through protection provided for the value of the collateral held. The Group’s maximum
exposure to loss equals the higher of the carrying amount of the collateral protected or
the carrying amount of the insurance-linked or credit-linked securities held. The collateral
held usually consists of investment grade securities.

In other securitisations, the Group provides credit enhancement which is a variable
interest in the securitisation vehicle.

The Group also invests in selected private equity limited partnerships to enhance the
risk-adjusted overall investment result. The maximum exposure 1o loss relating to private
equity limited partnerships is equal to the carrying amount of the Group's investment.

VIEs - primary beneficiary

As of 31 December 2004, the total assets of VIEs where the Group is the primary bene-
ficiary amounted to CHF 5465 million.

The Group recognised the impact of the revised guidance on VIEs created or acquired
before 31 January 2003 by consolidating total assets of CHF 5563 million as of 1 Janu-
ary 2004. The total assets include assets from the modified coinsurance agreement
which the Group had recognised under the previously applicable accounting guidance.
The assets have been revalued on consolidation according to the requirements of the
new guidance. The modified coinsurance assets of CHF 4 106 million were recognised
mainly in funds held by ceding companies. The consolidated assets were recognised

in the respective asset categories, principally fixed income securities available for sale.

The consolidation of the VIEs results in a minority interest in the balance sheet of

CHF 482 million mainly due to the modified coinsurance agreement. The minority inter-
estis included in accrued expenses and other liabilities. The net minority interest in in-
come related mainly to the modified coinsurance agreement is CHF 79 million, net of tax
as of 31 December 2004. The income statement impacts are generally included in the
relevant segment with the underlying movement in income or expenses.
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VIEs - significant variable interest

As of 31 December 2004, the total assets and estimated maximum exposure to loss in
VIEs in which the Group holds a significant variable interest amounted to CHF 5475 mil-
lion and 5037 million, respectively. These amounts include variable interests created or

acquired before 31 January 2003.

The assets and liabilities arising from the Group's variable interest in these Viks are
accounted for under applicable existing guidance. The implementation of the revised
guidance on VIEs does not impact accounting for the assets and liabilities.

17. Restructuring provision

In 2004 the Property & Casualty Business Group paid ocut CHF 8 million for restructur-

ing activities, principally in the form of employee redundancy benefits. The Life &

Health Business Group utilised CHF 4 million in respect of lease abandonment. The
Financial Services Business Group incurred and charged against the provision

CHF 11 million for lease abandonment and rent, and CHF 15 million for severance,

other personne! related costs and other expenses.

2004 Property & Life & Financial
CHF millions Casuaity Health Services Total
Batance as of 1 January 10 22 67 99
ncresseinprovision 1 . . 1
Costsincurred -9 -4 —26 —39
‘ﬁéle“asbe - b}ﬁmsion .............................. e -
Effeét of foreig.h ‘évurrenéy“tnrban‘slationv ............ —1 ‘ —3 ...... —4
Balance as of 31 December 2 17 37 56
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Report of the Group auditors
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To the Annual General Meeting of
Swiss Reinsurance Company
Zurich

As auditors of the Group, we have audited the consoclidated financial statements
{income statement, balance sheet, statement of shareholders’ equity, statement of com-
prehensive income, statement of cash flow and notes tc the Group financial state-
ments / pages 3 to 5b) of Swiss Re Group for the year ended 31 December 2004,

These consolidated financial statements are the responsibility of the Board of Directors.
Our responsibility is to express an opinion on these consolidated financial statements
based on our audit. We confirm that we meet the legal requirements concerning profes-
sional qualification and independence.

Our audit was conducted in accordance with auditing standards promulgated by the
Swiss profession and with the International Standards on Auditing, which require that an
audit be planned and performed to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement. We have exam-
ined on a test basis evidence supporting the amounts and disclosures in the consaoli-
dated financial statements. We have also assessed the accounting principies used, signif-
icant estimates made and the overall consolidated financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements give a true and fair view of the
financial position, the results of operations and the cash flows in accordance with the
Swiss GAAP FER and comply with Swiss law.

We recommend that the consolidated financial statements submitted to you
be approved.

PricewaterhouseCoopers AG
N B les 7 %_ ,

David JA Law Ray J Kunz

Zurich, 16 March 20056
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Annual report

Swiss Reinsurance Company, Zurich

Reinsurance and holding company

Financial year 2004

Reinsurance

Investments

Liabilities

Shareholders’ equity
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Swiss Reinsurance Company, Zurich, performs a dual role within the Swiss Re Group as
both a reinsurance company and a holding company. The assessment of the market
position, profitability and financial strength of Swiss Re's worldwide organisation must
focus primarily on the consolidated financial statements.

The following commentary on the 2004 financial year of the parent company therefore
complements the review of the financial year of the Swiss Re Group.

The business year was characterised by a sound technical result in stable reinsurance
markets. The after-tax profit for the financial year based on the Swiss legal accounting
regulations rose to CHF 1.4 billion, compared to CHF 1.2 billion in the previous year. This
improved performance is a combination of a lower reinsurance result in 2004 compared
to the prior year due to the higher frequency and severity of natural catastrophes, which
was more than offset by the substantially improved investment result due tc lower
valuation adjustments.

Net premiums earned increased by 3% to CHF 17.8 billion. The reinsurance result de-
creased by CHF 688 million, mainly due to higher natural catastrophe claims and lower
income from intragroup business. The result from reinsurance for the 2004 financial
year was CHF 849 million which includes a release of CHF 208 million from the equali-
sation reserve.

The investment result increased by CHF 1.2 billion to CHF 1.3 billion. Current income
on investments remained fairly stable. Favourable market conditions led to a considerably
improved result on sales of investments and lower valuation adjustments.

Liabilities from reinsurance rose by 14% to CHF 49 .0 billion. The equalisation reserve
as of 31 December 2003 in the amount of CHF 206 million was released in 2004.

As of 31 December 2004, the company held perpetual subordinated ligbilities totalling
CHF 2.0 billion. These liabilities have certain equity characteristics.

Shareholders’ equity at 31 December 2003 amounted to CHF 11.2 billion before
allocation of profit. After deduction of the dividend payment of CHF 341 million and the
inclusion of the profit for the financial year 2004, sharehalders’ equity increased to
CHF 12.2 billion at year-end 2004.

The nominal share capital of the company amounted to CHF 32 million on
31 December 2004,
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Income statement
Swiss Reinsurance Company, Zurich

For the years ended 31 December

CHF millions Notes 2003 2004
Reinsurance L
Premumseamed e . ... 17284 17767
Chaims and clsm adjusiment expenses R R  -10296  -10665

e o
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 636 682
e 71189 S1162
Allocated investment return 686 648
Reinsurance result 1537 849
Ivestments
INVESIMENtINCOME . ... ssen 2877
IVBSTMONT BXPENSES e e .730%6 923
Allocated investment return -686 -648
Investment result 139 1306
Other income and expenses R
Otherinterestincome 42 52
O INMETES XDONSES o V817188
Other income and expenses 16 -496
Result from other income and expenses -103 -632
Income before tax e e D13 1523
Tax -383 -122
Net income 1190 1401
The accompanying notes are an integral part of the financial statements.
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Balance sheet

Swiss Reinsurance Company, Zurich
As of 31 December

Assets

CHF millions

Mortgages and otherloans 711 724
Equi{y ,S?quiiﬁ,es S seas 6590
Fixeavincome securiﬁé vvvvvv 10876”" 15586
Shorf-'{éfr:r.{ e . e e o e
Assetsviﬁ..derivéfii/‘é f\inanc‘ial invst‘rdvm.énts 1 ",3
Total investments 39244 44524
Prermums and otvhérmrvece'ii}é:érly‘égifir>0m reirvwvsurvé‘riée 5 680 5783
Funds held by ceding companies W2323 13715
Deferred acquisition costs 1 226‘” 1422
i reré‘éi‘vablesv S e 126
Cashandcashequivalents 631 576
Intangiole asses R w02 T
Tangibl'e assets 787 - 780
OtHéf .z.a.és‘ets and acé‘rvﬁa‘lé ............ 204 299
Total assets 60336 67302

The accompanying notes are an integral part of the financial statements.
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Liabilities and shareholders’ equity

CHF mitlions

Liabilities

Total liabilities

Shareholders” equity . 2

Sharef:_gpital B R, . B ‘ e e w +
Reserve forown shares | B .......... 110 80
Other legal reserves - .. 880 650
Other reserves 8178 10004
Retamedearnmgsbroughtforward .................... O A o 60
A forthefinéncial oor oo O S e e B 1190 ............. ; 401
Total shareholders’ equity 11167 12227
Total liabilities and shareholders’ equity 60336 67302

The accompanying notes are an integral part of the financial statements.
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Notes

Swiss Reinsurance Company, Zurich

Valuation principles

Basis of presentation

Time pericd

Valuation methods:
Income statement

Balance sheet/Assets
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The financial statements and the notes are prepared in accordance with the regulations
of the Swiss Company Law.

Swiss Reinsurance Company, Zurich, modified the presentation of its financial informa-
tion. Previously reported 2003 financial statements were adapted accordingly.

The 2004 financial year comprises the accounting period from 1 January to
31 December 2004.

The result of property and casualty reinsurance is based on actuarial estimates over the
contract life. In addition to the recognition of the reinsurance accounts as reported by
the ceding companies, empirical experience is taken into consideration. The allocation
to the business year is in relation to the amount of reinsurance coverage provided.

The result of life and health reinsurance is the amount that has been earned over the cov-
erage period. Provisions for life and health business are determined by actuarial methods.

Contracts which do not meet risk transfer requirements, defined as transferring a reason-
able possibility of a significant loss to the reinsurer, are accounted for as deposit arrange-
ments. Deposit amounts are adjusted for payments received and made, as well as for
amortisation or accretion of interest.

The allocated investment return contains the calculated interest generated on the invest-
ments covering the technical provisions. The interest rate reflects the currency-weighted,
five-year average vield on five-year government bonds.

The overall management expenses are allocated to the reinsurance business and the
investment business on an imputed basis.

The taxes relate to the financial year and include taxes on income and capital as well as
indirect taxes. Value-added taxes are included in the respective expense lines in the
income statement.

The following assets are stated at cost, less necessary and legally permissible depreciation:
— Investment real estate/own-use property {purchase or construction cost)

- Investments in subsidiaries and affiliated companies

— Equity securities and fixed income securities

— Derivative financial instruments

These assets are generally not subject to revaluation. Discounted securities are valued at
their amortised cost. The valuation rules prescribed by the Swiss insurance supervisary
authority are observed.

With the exception of own-use property, tangible assets are stated at cost, less individually
scheduled straight-line depreciation over their useful lives. Items of minor value are

not capitalised. The same principles apply to the capitalisation of intangible assets which
refer entirely to software development expenses.

Swiss Re Annual Report 2004




Balance sheet/Liabilities

Foreign currency translation

Swiss Re Annual Report 2004

The other assets are stated at nominal value in the balance sheet, after deduction of
known credit risks if applicable.

The technical provisions are valued in accordance with the following principles:

Unpaid claims are based on information provided by clients and own estimates

of expected claims experience which are drawn from empirical statistics. These include
provisions for claims incurred but not reported. Unpaid insurance obligations are set
aside at the full expected amount of future payment.

Liabilities for life and health policy benefits are determined on the basis of actuarially
calculated present values taking experience into account.

Premiums written relating to future periods are stated as unearned premiums and are
normally calculated by statistical methods. The accrual of commissions is determined
correspondingly and is reported in the line item “Deferred acquisition costs”.

Provisions for profit commissions are based on contractual agreements with clients and
depend on the results of reinsurance treaties.

The shares of technical provisions pertaining to retroceded business are determined
or estimated according to the contractual agreement and the underlying gross business
data per treaty.

Other provisions are determined according to business principles and are based on
estimated needs and in accordance with tax regulations. Provisions for taxation contain
prospective taxes on the basis of the financial year just ended.

Funds held under reinsurance treaties contain mainly cash deposits withheld from retro-
cession which are stated at redemption value. Debt and other liabilities are held at re-
demption value. The liabilities from derivative financial instruments are valued using the
same principles applied for the derivative financial instruments included under invest-
ments.

All'items denominated in foreign currencies are translated into Swiss francs. Balance
sheet figures are translated at the currency exchange rates applicable on the balance
sheet date and, in the income statement, figures are stated at average exchange rates of
the year under report.

All currency differences arising from the revaluation of the opening balance sheet,
the adjustments from application of year-end and average rates, or foreign-exchange

transactions are booked via a corresponding provision.

The currency exchange rates applicable for key currencies are shown on page 14.
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Notes
Swiss Reinsurance Company, Zurich

Additional information on the financial statements

1. Reinsurance result

2003 2004
CHF millions Gross Retro Net Gross Retro Net
Premiums written 18602 —1205 17397 19668~ -1980 17688
Change in unearned premiums =217 74 -143 -28 107 79
Premiums earned 18385 -1131 17 264 19640 -1873 17767
Claims paid and claim adjustment expenses S -/%64 .69 ;683  -5988 LT . L4
Change in unpaid claims -3139 -284 -3423 -5655 963 -4692
Claims and claim adjustment expenses -10703 407 -10296 -11643 978 -10665
Life and health benefits -2382 4 -2378 -2492 -89 -2581
Change in equalisation reserve 206 - 206 206 - 2086
Fixed commissions ... e 73282 16 73128 78877 3010 3276
Profit commissions ~264 8 -256 -806 26 -780
Acquisition costs -3546 164 -3382 -4383 327 -4056
Other reinsurance income and expenses s . 144 | =10 34 102 ..o 87
Result from cash deposits 508 -6 502 671 -66 605
Other reinsurance result 662 -16 636 773 -81 692
Operating costs -1189 -1162
Allocated investment return 686 648
Reinsurance result 1637 849
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2. Investment result

CHF millions 2003 2004
Income from investmentrealestate 0D 96
Income from subsidiaries and affiliated”companié; ” 1192 o . 528
incomefrom eqwtvsecumles SO LTRSS o H 169
i: .... ”403 ....................................... 533
e Yo e
...................... 8 . 26
..................... oea i1
Investment income 3861 2877
Investment management expenses -89 -93
‘\(‘aiuatiglrj‘adjustn‘ients on inyestmehts“ - ” —1‘“278 ;-.5”77
Realised losses on sale of investments -1669 -253
Investment expenses -3036 -923
Allocated investment return -686 -648
Investment result 139 1306
3. Other income and expenses
CHF millions 2003 2004
Other interest income 42 v 52
Other interest expenses et -188
i mcome .................................. g v,.25.5
Otherexpenses ................................. e e
Total other income and expenses -103 -632
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4. liabilities

Liabilities from reinsurance

2003 2004
CHF miltions Gross Retro Net Gross Retro Net
Unpaig claims | 28454 1413 27035 32604  -2364 30240
Liabilites for fife and helth pol ¢y bensfit 6402 197 6599 8412 284 8696
Funds heldugnder reins»_url«_a_lihcé trea‘tsvevs - ) 329 328 43 1406 1455
Reinsurance belances payable 4272 277 - 4543 3321 939 4260
Provisions for profit commissions 145 -1 144 647 -1 646
Equaliééfibn reserve o ”206 - .206 - - -
Liabilities from reinsurance 43518 -709 42809 48888 71 48959
Debt
CHF millions 2003 2004
Debenwres 2468 2458
[ son 298
Total debt 2870 2786
5. Shareholders’ equity
Change in shareholders’ equity
CHF millions 2003 2004
Shareholders’ equity on 31 December (previous vear) 6287 1 167
Ovdend padfor e provousvear 510
Capital increase including premium - 0
Profit for the financial year 1190 1401
Shareholders’ equity on 31 December before allocation of profit ) " 167 12227
Dividend pa\/me‘n‘t‘ . o - - =341 ~-497"
Shareholders’ equity on 31 December after allocation of profit 10826 11730
' Board of Directors’ proposal to the Annual General Meeting of 9 May 2005
Source of shareholders’ equity (after allocation of profit)
CHF millions 2003 2004
From nominal capital 32 32
From sharé”p_re_mium ........... S | “ e 71
Fomprofitaliocation 4726 . 5628
From other allocations 299 299
Shareholders’ equity on 31 December after allocation of profit 10826 11730
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Contingent liabilities

Leasing commitments

Security deposits

Securities lending

Investment funds

Fire insurance value of tangible assets

Obligations towards employee
pension funds

Bonds

Investments in subsidiaries

Treasury shares Swiss Re

Swiss Re Annual Report 2004

Contingent liabilities, mainly towards Group companies, amounted on 31 December
2004 to CHF 2546 million (2003: CHF 2 450 million). In addition, there were 28
unlimited guarantees; 24 of these are for obligations of Group companies. No payments
are expected under these guarantees.

CHF millions 2003 2004
Remaming contractterm up to 1 year 4 4
Remaining contract term btheen 1 and 5 years 15 18

These off-balance sheet commitments pertain primarily to office and apartment space
rented by the company. The amounts are shown for the non-cancellable contract period
only.

To secure the technical provisions on the 2004 balance sheet date, securities in the
amount of CHF 6 438 million (2003: CHF 5905 million) were deposited in favour of
ceding companies, of which CHF 3 352 million (2003: CHF 4 410 million) was to Group
companies.

Under securities lending agreements, on 31 December 2004, securities in the amount
of CHF 5664 million {2003: CHF 1 275 million) were lent with the right to be sold or
pledged by the borrowing entity, of which CHF 4 277 million {2003: nil) was to Group
companies.

Equity securities in the amount of CHF 4 155 million (2003 nil) and fixed income securi-
tigs in the amount of CHF 4 451 million (2003: nit) were held in investment funds which
are fully owned by Swiss Re Group companies and the Pension Fund of Swiss Re. The
securities in these funds and their revenues continue to be reported in the corresponding
asset category.

The insurance value of tangible assets, comprising the real estate portfolio and other
tangible assets, amounted on 31 December 2004 to CHF 2 526 million (2003:
CHF 2596 million).

The current account obligations towards employee pension funds amounted to
CHF 10 million on the 2004 balance sheet date (2003: CHF 23 million).

The company has the following outstanding bonds:

3%% interest, CHF 500 million, 2 July 1897-2007,

3%% interest, CHF 600 million, perpetual from 15 June 1999 but no less than 12 years.
These bonds are included in the item "Debt”.

Details on the Swiss Re Group's subsidiaries are to be found on pages 50 to b3.

Treasury shares held by the Swiss Re Group companies are stated on page 32.
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Deposit account

Claims on and cobligations towards
Group companies

Other provisions

Debt, liabilities from derivative
financial instruments, accrued expenses
and other liabilities

Conditional capital

Change in undisclosed reserves

Major sharehelders
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CHF millions 2003 2004
Reinsurance result 74 83
Premlums and other r_eceivab”\gs frdm rein‘surnai'.wcie v ‘‘‘‘‘‘ 3W3 iiiii 641
Funds held By ceding cofnpéniesﬂ ' . v 2”2178 1 912
Funds h“éldwunder revivnsurabnce t‘reat\e‘s. 63 110
R}eiﬁsuraﬁcemt_)a.l.ancés‘ pay.éble vvvvvvvvvv 2779 2645
CHF miltions 2003 2004
Premiums and other receivables from reinsurance 1691 1586
Funds held by ceding companies ‘ 8371 7426
Other receivables 13 49
Funds held undervreinéurance tréat_ies ‘ 158 ‘ 1181
Reinsurance balances payable 349 830
Debt, accrued expgnses‘and o‘the»r ‘|"\I<":_l_bi|me$“:.> N 822 “““ 1 214

This item contains provisions for taxation in the amount of CHF 349 million (2003:
CHF 344 million) and other provisions totalling CHF 422 million {2003: CHF 529 mil-
lion). Other provisions include a provision for currency fluctuations of CHF 171 million
(2003: CHF 268 million).

These commitments contain long-term liabilities in the amount of CHF 3 034 million
(2003: CHF 3127 million) which include subordinated liabilities of CHF 1 958 million
(2003: CHF 1 968 million) and short-term liabilities amounting to CHF 2 313 million
(2003: CHF 2 361 million) which include accrued expenses of CHF 129 million (2003:
CHF 128 million).

The Annual General Meeting on 14 May 2004 approved an increase of conditional
capital in the amount of CHF 1 100 000.

As of 31 December 2004, Swiss Re's total conditional capital outstanding amounted to
CHF 2662 222. CHF 2000000 were reserved for the exercise of conversion rights and
warrants granted in connection with bonds and similar instruments and CHF 662 222
were reserved for employee participation purposes.

The conditional capital outstanding as of 31 December 2003 amounted to
CHF 1563 052.

The undisclosed reserves on investments in securities, participations and real estate
and on other financial provisions decreased by a net amount of CHF 225 million in the
year under report (2003: decrease of CHF 199 million).

As of 31 December 2004, there was one shareholder with a participation exceeding
the 5% threshold of Swiss Re’s share capital. As these shares have mostly not been
registered under the shareholder’'s name, Swiss Re is unable to track, on its own, changes
in these holdings.
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Personnel information
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Franklin Resources, Inc., Ft. Lauderdale, Florida, known as Franklin Templeton Invest-
ments, announced that on 5 July 2004 it held, as investment manager for mutual funds
and clients and through a number of its group companies. an aggregate voting right of
5.06% which may be exercised autonomously of the beneficial owners.

The holdings of Capital Group Companies. Inc., Los Angeles, fell below 5% during 2004,
Swiss Reinsurance Company, Zurich, worldwide employed & staff of 3566 on the

balance sheet date (2003: 3520). Personnel expenses for the 2004 financial year
amounted to CHF 870 million {2003: CHF 865 million).
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Proposal for allocation of profit
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The Annual General Meeting to be held in Zurich on 9 May 2005 has at its disposal the

following profit:

in CHF 2003 2004
Retained earnings brought forward
from previous year 6528 8_35 59864 772

Profit for the financial year‘

1188752912

1401304692

Disposable profit

1196281747

1461169464

Number of Nominal
registered shares capital in CHF
Share structure
Forthe financial year 2004 R e
- Sligidlefordividend 310387372 o 3103873/
— ot eligible for dividend 11678802 1167880
Total shares issued 322066174 32206617

The Board of Directors proposes to the Annual General Meeting to allocate this profit as

follows:

in CHF 2003 2004
Dividend 341416975 496619795
Allocation to reserves 795'000 OOO 950090 000
Balance carried forward 59864 772 14549669

Disposable profit

1196 281 747

1461169464

Dividend

If the Board of Directors’ proposal for altocation of profit is accepted, a dividend of

CHF 1.60 per share will be paid.

After deduction of the Federal Withholding Tax of 35%, the dividend will be paid from
12 May 2005 by means of dividend order to shareholders recorded in the Share Register

or to their deposit banks.

Zurich, 16 March 2005
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Report of the statutory auditors

Swiss Re Annual Report 2004

To the Annual General Meeting of
Swiss Reinsurance Company
Zurich

As statutory auditors, we have audited the accounting records and the financial state-
ments (income statement, balance sheet and notes/ pages 59 to 69) of Swiss Reinsurance
Company for the year ended 31 December 2004,

These financial statements are the responsibility of the Board of Directors. Our responsi-
bility is to express an opinion on these financial statements based on our audit, We
confirm that we meet the legal requirements concerning professional qualification and
independence.

Our audit was conducted in accordance with auditing standards promulgated by

the Swiss profession, which require that an audit be planned and performed to obtain
reasonable assurance about whether the financial statements are free from material
misstatement. We have examined on a test basis evidence supporting the amounts and
disclosures in the financial statements. We have also assessed the accounting principles
used, significant estimates made and the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the accounting records and financial statements and the proposed
appropriation of available earnings comply with Swiss law and the company’s Articles
of Association.
We recommend that the financial statements submitted t0 you be approved.
PricewaterhouseCoopers AG

Npid T e i % z

David JA Law Ray J Kunz

Zurich, 16 March 20056
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Financial years 1997-2004

CHF riltions 1997 1998 1899 2000 2001 2002 2003 2004
Income statement
Revenues - . . . . . E T TP EPRRN. .
Pemiumseaned 15862 16727 18051 22081 25219 29058 30740 29439
Net investmentincome 2995 3131 3846 . 4802 5765 5494 4606 4857
Net reallseq__lnvesmj_fa”nt gams/losses 1281 v 2 509 3 588 ) 4 275 ) 2 @65 —730 ‘ __376 ______ 1_ _]16
Tadngrevenues | N » .. .28 472 438
Other revenues 143 286 246 395 455 365 236 243
Total revenues 20281 22653 25731 31653 34104 34415 36430 36093
Expenses TP OU PP PN PPN RPN . RN PP T PSP PO
Claims and claim adjustmentexpenses ~8057  -B514 9333 -12153 16266 14485 -14898 -13853
Life and health benefits -4185  -4881 —-6200 -7478  -8532 -10084  -9085 -9331
Acqursmon costs -3767  -3661 -3973 -4883 -6658  -6220 -6854 -6325
Amortsation ofgoodwil .75 ¢ 21 310 368 -350 315 -277
Other operating costs and expenses -1840 -2698 -2785 -3074 —3 384 -3240 -2942 -2940
Total expenses -18024 -19845 -22B02 -27898 -34208 -34379 -34094 ~32726
Income/loss befg_r_e_‘mcome tax expense 2257 __2 808 ,3.229 _ 3656 ”—104 ) 36 o ‘2 }336 ‘ _3__367
Income tax expense -480 -647 -783 -689 -81 -127 -634 -892
Net income/loss on ordinary activities 1777 2161 2446 2966 -165 -91 1702 2475
Extraordlna_rlyimcome _______ 450
Exwsordinary charges TA80
Net income/loss 1777 2161 2446 2966 -165 -91 1702 2475
Balancesheet
Assets . - . R N N RN
_I_pvestmems ______________ 62725 69 589 85684 89584 95888 86728 90653 1M 125
Other assets 28657 38748 44516 530566 74342 75129 79045 73 367
Total assets 91382 108337 130200 142640 170230 161857 169688 184492
Llabllltles ................ . . . . . R . .
Unpaid claims and clalm adjustment egpgnses 41876 45866 54072 59600 v68 618 62652 63 474“ » 62 135
Liabilities for life and health policy benefits 9963 15143 23273 29300 41370 37269 37244 43239
Unearned premiums 3691 3 174 4251 6 13W_ 6399 67564 6457} _____ 5 748
Other liabilites 13757 19142 18819 19764 24200 32833 33 2056 48897
Long-term debt 3921 5049 4947 5058 7045 5663 4807 5296
Total liabilities 73208 88374 106368 118853 147832 145171 151187 165315
Shareholders’ equity 18174 19963 24832 22787 22598 16686 18511 19177
Earnings/losses per share in CHF 590 735 865 1039  -057  -029 548 8.00

* Adjusted by 20-for-1 share split
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News 2004

a

Net income of CHF 2.5 billion, up 45%;
return on equity increased to 13.6%,
above the three year average target of
13%

Excellent investment return of 5.8% in
low interest rate environment
Property & Casualty Business Group:
combined ratio of 98.4% unchanged
from 2003 despite high claims activity
from natural catastrophes

Life & Health Business Group: return

on operating revenues increased to 9.1%;
two largest Admin ReSv transactions
successfully completed in the US and UK
Financial Services Business Group:
strong improvement in operating income
of 25% mainly driven by premium busi-
ness

Significant rise in dividend payment of
45% to CHF 1.60 per share

Share performance

200 Share price in CHF (logarithmic scale)

Key figures

CHF millions unless otherwise stated 2003 2004 Change in %
Property & Casualty Business Group v
Premiums earned 17408 15987 -8
Combined ratio {in %) 98.4 98.4
Life&Health Business Growp
Premiums earned 10229 10205 0
Operating revenues 18314 13438 1
Return on o;.:;erétmg revénues (in %) v 8.7 9.1
Financial Services Business Group
Premium business: Premiums earned 3087 3232 4
Combingd‘_rétio, traditional business (in %) 94.7 929
Fee business: Total revenues B 812 687 -156
Return on total revenues, excluding
proprietary asset management (in %) 147 12.9
Group PP PPN
Premiums earned 30740 29439 -4
Net income 1702 2475 45
Earnings per share (in CHF) 5.48 800 48
Dividend per share (in CHF) _ 1.10 1.60" 45
Shareholders’ equity 18511 18177 4
Return on investment (in %) 5.1
Return o.n é.quity .(vin"%’) v 102
Number of employees 7949 5
' Subject to approval at the Annual General Meeting of 9 May 2005
Market information as of 28 February 2005
Share price (in CHF} 86.25
Market cép\tali;atibn v(m CHVF millions) 26461
Performance 1995-28 February 2005 (p.a.) 2004
SwissRe(n%) EZ T
Swiss Performance index (n%) 97 5.9
DJ Europe STOXX Insurance Index (in %) 4.8 7.9

100
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19956 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005*
— Swiss Re — Swiss Performance Index — DJ Europe STOXX Insurance Index * Year to 28 February 2005
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Swiss Re - a well diversified Swiss Re is one of the world's leading reinsurers and the world’s largest life and health

global reinsurer reinsurer. The company operates through more than 70 offices in over 30 countries.
Swiss Re has been in the reinsurance business since its foundation in Zurich, Switzer-
land, in 1863.

Through its three business groups Property & Casualty, Life & Health and Financial Ser-
vices, Swiss Re offers a wide variety of products to manage capital and risk. Traditional
reinsurance products, including a broad range of property and casualty as well as life
and health covers and related services, are complemented by insurance-based corporate
finance solutions and supplementary services for comprehensive risk management.

Growth and diversification Premiums earned
strategy since 1995 30000  CHF millions 9% 10% 1%
10% . . I i
10% o : ‘
20000 39% : ‘ ( L
[ i i H 1 33% | 59 |
32% A% g arg | 39% \ 35% |
18% 20% b (38% |
10000 i P : ‘
0 82% H0% 88% 59% 61% 52% 52% 57% 54%
19956 1996 1997 1998 1999 2000 2001 2002 2003 2004
3 Property&Casualty [J Life&Health Financial Services
Net income/loss
3000 CHF millions 2966
2448 2475
2000 1777 28 |
1702
1459
1000 1101
0 -185 ~91
| a——————
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004
Return on equity
15 in %
127 = 1.8 118 =
: 113" -
10 108 102 B
5  I— —
0 07 -05
—3
1895 1996 1997 1998 1999 2000 2001 2002 2003 2004

' Netincome divided by average of shareholders’ equity {1996 estimated)

The 1995 and 1996 figures represent the previously applied accounting policy and
the former Group structure.
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“Today's business fundamentals are good, risk is soundly
priced and offers attractive returns. Going forward, our
SW@L{@@@S s for Asia and risk securitisation will be key build-
ing blocks for earnings and improved returns for our

Sh@f@h@ﬂd@f@ ’

sohn K. Coomber, Ch ef Decutive Officer
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Chairman anc CEQO letter

Fellow shareholders, colleagues, ladies and gentlemen

We are pleased to report that in 2004 earnings increased by 45% to CHF 2.5 billion
or CHF 8.00 per share. The return on equity was 13.6%. In a year characterised by
exceptional natural catastrophe events, this result represents significant progress and
highlights the value of Swiss Re's diversified risk portfolio.

Swiss Re's largest product line, property and casualty reinsurance, is cyclical in nature
and our strategy for revenue growth is managed according to the phase of the cycle.
During the four year period 2000 to 2003, as prices were rising, we secured premium
growth measured in Swiss francs of 80%, almost twice the growth rate in the global
market. In 2004 our policy was to sustain the gquality of earnings on this higher premium
base and, as a consequence, we experienced a small reduction in top line revenues.
Measured in original currencies, this was offset by growth in our life reinsurance portfolio
which is not subject to the same cyclicality. Growth in our life and health business was
reinforced by our most successful year for Admin ReS™ transactions with CHF 1.4 billion
of capital successfully invested in this product. The US dollar declined sharply against
the Swiss franc for the second successive year, and while overall the Group's revenues
rose by 3% in original currencies, in Swiss francs they fell by 1%.

Earnings were also affected by the weak dollar but good operating performance from all
business lines and invested assets more than compensated for the currency impact.
Notably, the return on investments of 5.8% was ahead of expectations at a time when
financial markets are experiencing persistently low interest rates. The Property &Casualty
Business Group's claims associated with the high level of windstorm activity and the
tsunami were estimated to be CHF 1.1 billion, CHF 760 million higher than the natural
catastrophe claims in 2003. Although part of this additional claims burden was offset by
a release of CHF 241 million from egualisation reserves, the balance directly impacted
results, worsening the combined ratio by 3.2 percentage points relative to 2003. The
fact that the achieved combined ratio was unchanged year on year illustrates the contin-
uing quality improvement in the total portfolio of risk. The Group’s life and health busi-
ness again met expectations and provided a stable contribution to earnings. Fee busi-
ness earnings were in line with the prior year.

It was an exceptional year for natural catastrophes where globally insured claims reached
USD 46 billion, the largest ever recorded in a single year. Windstorms were the pre-
dominant cause with four Atlantic hurricanes making landfall in the state of Florida and
ten Pacific typhoons impacting Japan. These risks lie at the heart of our value propo-
sition to clients as we help them to manage the effects of low frequency, high severity
events. We constantly refresh our pricing and risk accumulation limits for this risk

class; our windstorm models, for example, simulate 50000 years of storm tracks and
the 2004 storms produced no surprises to expected loss scenarios. As indicated in our
letter last year, going forward we will be paying increasing attention to the changes in
possible windstorm patterns arising from global warming.

The tsunami is not subject to the same quality of statistical analysis and the devastation
caused by a category 9 earthquake deep in the Indian Ocean shocked the world. This
event will always be measured more by the irreparable human tragedy than its economic
loss. Insurance payments will make some contribution to rebuilding communities which
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have suffered loss, as new construction creates jobs and helps to stimulate economic
growth. Importantly, we hope that better defence mechanisms are in place before any
recurrence,

The New York Attorney General and other regulators have challenged insurers with
respect to the transparency of certain industry practices, notably in relation to types of
broker commission and so-called non-traditional contracts of insurance. We have
responded quickly and fully to all requests for information by regulatory authorities and
will continue to do so.

There has been an increasing level of discussion about appropriate models for managing
capital and risk in the insurance industry, especially in the context of the European
Union’s Solvency Il requirements. We are seeing, and warmly welcome, growing accept-
ance of risk-based internal models. We have included an expanded commentary on this
important subject in the “Risk and capital management” section of our Business Report.
We will continue to work with regulators, rating agencies and investors to help imple-
ment appropriate capital models, enhance disclosure requirements and make more ap-
parent the benefits of a well-diversified reinsurance business.

During 2004 Swiss Re streamlined its strategic goals along four themes:

o Actively manage the cycle for profits

o Optimise organic and transactional growth

o Extend our leadership position in Asia

o Accelerate the balance sheet {through risk securitisation)

Together these goals express our commitment to sustaining growth in earnings and to
being a strategic leader in our industry.

Our activities in Asia have progressed particularly well. In the last 15 months our infra-
structure has been strengthened by the move to branch status in China, Japan and
Taiwan, adding to five existing branches in the region and our growing strength in locally
based insurance expertise and client management. Asian insurance markets continue

to show impressive growth prospects. China and India have drawn much attention due
to their huge populations, growing economic importance and rapid deregulation. Super-
visory bodies in these countries have started to align local underwriting and investment
regulations with international best practice, creating a good climate for business. To build
on these achievements, Swiss Re would encourage government bodies in India to fur-
ther boost the development of the insurance market by relaxing restrictions on foreign
access. Allowing wholly-owned reinsurance branches would stimulate competition and
investment.

Qur industry has for too long been satisfied with an expensive business model which has
two material shortcomings: a high level of frictional cost, which we believe can be sig-
nificantly reduced through better use of technology; and an inefficient and therefore ex-
pensive approach to capital management. This is an area where we believe risk secu-
ritisation can greatly improve matters. Swiss Re has been a pioneer in this field adding
investment banking capabilities to our already existing expertise in risk. Transferring
insurance risks to the capital markets, as we did in January of 2005 for a segment of our
life portfolio, accelerates and improves profitability and releases funds to generate future
business growth. We are focused on extending this activity.




The earnings outlook for Swiss Re is positive. Uncertainties associated with some past
underwriting years are dissipating and the quality improvements enjoyed in more recent
business years will underpin operating results. The successful repricing of our US life port-
folios and the 2005 non-life renewal serve to reinforce this message. Although we antici-
pate some softening of the pricing environment over time, we expect pricing in the near
term to remain at levels which deliver attractive shareholder returns. We will use our abil-
ity to underwrite closed portfolios of risk such as in Admin Re®™ to supplement organic
growth. Our target is to deliver 10% growth in earnings per share over the business cycle.

The Board of Directors is pleased to recommend to shareholders a dividend increase
from CHF 1.10 per share in 2003 to CHF 1.60 per share in 2004 This increase reflects
the Board's confidence in future earnings and long-term growth prospects.

We are pleased to report that Jakob Baer has made himself available to join our Board of
Directors. His election will be proposed at the Annual General Meeting on 9 May 2005.
Mr Baer served as CEO of KPMG Switzerland from 1994 until his retirement in 2004. His
outstanding experience in finance and as a lawyer is an excellent addition to our Board.

Jorge Paulo Lemann has decided to step down from the Board to devote mare time to his
own businesses. We would like to express the Board's appreciation for his vatuable con-
tribution over the last six years.

Rudolf Kellenberger and Bruno Porro reached retirement age in early 2005; their re-
spective responsibilities as Deputy CEQ and Chief Risk Officer were passed to Jacques
Aigrain and Christian Mumenthaler on 1 January 2005. We thank Ruedi and Bruno
warmly for their long and outstanding contributions to the achievements of Swiss Re and
wish Jacques and Christian every success in their new roles. At the same time, we con-
gratulate Charlotte Gubler, who has taken over as Head of Communications &Human
Resources from Walter Anderau. We wish Walter success in his new role as Chairman of
Swiss Re's Centre for Global Dialogue. Swiss Re places high value on its extensive
management development programmes and it is gratifying to observe that once again
the right talent was available within the company at a time of change.

Ultimately, the success of Swiss Re depends on the skills, ideas and efforts of every
employee; on behalf of the Board of Directers and the Executive Board, we want to thank
them all for their commitment and invaluable contribution. We are grateful to our clients
for the trust they place in us and to our shareholders for their continued support. We look
forward to another year in which we will apply our strategic priorities to deliver strong,
sustainable earnings to our shareholders and long-term value to all our stakeholders.

Zurich, 17 March 2005

= Sl

Peter Forstmoser John R. Coomber
Chairman of the Board of Directors Chief Executive Officer
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1 140th Annual General Meeting in Zurich, 14 May 2004
2 Official opening of Japan branch in Tokyo, 18 May 2004

2004 1.10 per share. Kaspar Villiger, former Fed-
eral Councillor and member of the Swiss
16 February government, was elected to the Board of
Successful 2004 renewals Directors; George L. Farr and Rajna Gibson
Swiss Re reported successful January were re-elected for further four year terms.
renewals.
17 May
26 March l 2003 embedded value
Swiss Re’s 2003 results Swiss Re reported embedded value of
Swiss Re's 2003 results showed net pre- CHF 16 billion and embedded value earn-
miums earned increasing to CHF 30.7 bil- ings increased by CHF 700 million to
lion. Positive earnings from all three busi- CHF 1.1 billion. Value added by new busi-
ness groups contributed to net income of ness was lower at CHF 314 million, reflect-
CHF 1.7 billion. ing lower capital investment and foreign
exchange effects.
30 April
Swiss Re completes Admin Re$™ 18 May
acquisition of CNA's individual life Official opening of Japan branch
insurance business in Tokyo
Swiss Re completed, for USD 680 million, Swiss Re became the first leading global
the Admin ReSM acquisition of CNA Finan- reinsurer to operate a full-fledged branch
cial Corporation’s individual life insurance in Japan, providing nationwide reinsur-
business in the United States. ance services in both life and non-life busi-
ness.
3 May
World Trade Center verdict 3 June
The jury in the World Trade Center Executive Board appointments
case confirmed the contractual basis of Swiss Re named Christian Mumenthaler
Swiss Re's coverage. as new Chief Risk Officer of the Swiss Re
Group and Charlotte A. Gubler as the
14 May new Head of Communications & Human
Annual General Meeting Resources. These appointments 1o the
The 140th Swiss Re Annual General Executive Board became effective as
Meeting approved the dividend of CHF of 1 January 2005.




3 Hurricane season in the Caribbean, 19 August—7 October 2004
4 Investors’ day at the Centre for Global Dialogue in Ruschlikon, 23 November 2004

T July

Swiss Re places EUR 672 million of
mandatory convertible securities
Swiss Re completed its offering of three-
year mandatory convertible securities.
Underlying shares previously committed
to Swiss Re's convertible bond issued

in 2001 were reallocated to support the
offering.

1 July

Swiss Re acquires Life Assurance
Holding Corporation iLtd (LAHC) in
Admin Re’M transaction

Swiss Re announced the acquisition of
shares of LAHC Ltd, including its life
insurance subsidiary Windsor Life Assur-
ance Company Ltd, for GBP 333 million
in cash.

6 July

Taiwan branch licence

Swiss Re was granted a reinsurance
branch licence in Taiwan. Swiss Re is the
- first international reinsurance company
to operate a branch in Taiwan, providing
comprehensive reinsurance services to
clients throughout the icountry.

19 August—7 October

Natural catastrophe claims

The hurricane season saw an unusually
high number of events, with the coast of
Florida being hit by four severe hurricanes.

Swiss Re estimated its claims from these
four hurricanes (Charley, Frances, lvan and
Jeanne), together with Typhoon Songda in
Japan, to be in the range of USD 7560 mil-
lion.

26 August

Interim results 2004

Swiss Re reported that net income dou-
bled to CHF 1.4 billion and total premiums
earned declined by 2% in the first half
2004 compared to first half 2003, as the
Group continued to underwrite selec-
tively and focus on profitability. Sharehold-
ers’ equity increased by 5% over the
2003 year end figure to CHF 19 .4 billion.

23 November

Investors’ day

Swiss Re presented its risk management
framewaork, which determines the Group's
required capital and capital adequacy,

as well as the economics of its Property &
Casualty Business Group.

30 December

Tsunami claims

A major earthquake in Asia, the strongest
in 40 years, triggered a tsunami which
caused widespread death and massive
damage to coastal areas around the Indi-
an Ocean. Swiss Re expected its claims
related to the event to be below CHF 100
million.

2005 to date

21 January

Swiss Re completes securitisation of
in-force life insurance policies

Swiss Re announced its first securitisation
of future profits from blocks of life insur-
ance business previously acquired through
Admin ReM™ transactions. The USD 245
million issue benefits Swiss Re by transfer-
ring insurance risk to the capital markets,
thereby increasing capital efficiency.

14 February

2005 renewals

Swiss Re reported another successful Jan-
vary renewal. The continued focus on
profitable underwriting allowed Swiss Re
to maintain attractive pricing levels.
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Chairman

Walter B. Kielholz
Executive Vice Chairman
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Chief Executive Officer
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Group responsibility/Corporate Centre

(From left)

Ann F. Godbehere? Charlotte A. Gubler

Chief Financial Officer, Head of the Communications
Head of the Finance Division &Human Resources Division®
Jacques Aigrain® John R. Coomber?

Deputy Chief Executive Chief Executive Officer

Officer®, Head of the Financial
Services Business Group

a Member of the
Executive Board Committee
b Since 1 January 2005

Christian Mumenthaler®
Chief Risk Officer, Head of
the Risk & Knowledge Division®

Yury Zaytsev

Group Information Officer,

Head of the Information,
Processes & Technology Division
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Business Group

Stefan Lippe®
Head of the Property &
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Michel M. Liés
Head of the Europe Division

Andreas Beerli
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Pierre L. Ozendo
Head of the Asia Division
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Swiss Re is a highly diversified reinsurer with a comprehensive product
range. As a leading provider of risk and capital management solutions, Swiss Re
strives to deliver attractive returns for shareholders in all phases of the

insurance cycle.

Capturing market opportunities

over the long term

Swiss Re has positioned itself to benefit
fully from growth and structural changes
set to affect the industry within the next
ten years.

The fundamentals for growth in the insur-
ance industry remain attractive as retail
and wholesale risk transfer markets are ex-
pected to continue to expand faster than
global GDP. The proportion of world GDP
spent on insurance premiums is also ex-
pected to rise from 8% to 9% by 2015. In
the emerging markets, the Asian econo-
mies will be the key drivers of this growth.
As GDP per capita increases in these
countries, the demand for insurance as a
means of protecting cerporate and indi-
vidual interests will accelerate. The emerg-
ing markets’ share of the world reinsur-
ance market is expected to rise from 12%
10 17%. Swiss Re will build on its leader-
ship position, especially in Asia, to capture
these growth opportunities.

The top ten global insurance companies al-
ready account for about 20% of the world
insurance market. Consolidation in both the
insurance and reinsurance industry is ex-
pected to increase and the top ten insurers
are likely to hold a 30% stake of global busi-
ness within the next ten years. Companies
will also concentrate on their core activities
and look for business exit options in non-
strategic fields. Swiss Re sees attractive
opportunities arising from all these devel-
opments and will use its transactional skills
10 complement its organic growth strategy.

10

Insurance is, and will remain, a cyclical
business. Swiss Re expects a low invest-
ment return environment to prevail during
the next cycle with technical underwriting
skills therefore being the key ingredient

of profit development. Swiss Re actively
manages the cycle through dynamic capi-
tal allocation across all businesses to
secure long-term profitability.

Economic risk modelling will become
more widespread, particularly due to reg-
ulatory requirements. This trend will be
challenging for the industry, but will also
bring opportunities for reinsurers in eas-
ing primary insurers’ capital constraints.
Swiss Re continuously refines its internal
capital adequacy model to ensure the
effective implementation of its strategy.

The securitisation of insurance risk is
becoming increasingly established as an
efficient means of improving returns on
risks flowing through reinsurers’ balance
sheets. Just as the banking industry’s
business model was significantly changed
in the mid 1990s with the development
of asset-backed securities, the securitisa-
tion of insurance risk is set to accelerate
over the next ten years. Swiss Re is a lead-
er in this field and will continue to use

the capital markets as a capacity provider
for insurance and reinsurance risks.

Highly qualified staff are a key success
factor for any company, and the insurance
industry must make every effort to attract
and retain high-quality underwriting and
financial talent. Swiss Re attaches great

importance to developing the skills of its
employees and sharing its knowledge
with clients to support their product devel-
opment and risk expertise activities.

Four Group-wide strategic priorities

In order to capture opportunities arising

from changes in the industry, Swiss Re is

focused on four strategic goals:

o Actively manage the cycle for profits

o Optimise organic and transactional
growth

o Extend leadership position in Asia

o Accelerate the balance sheet through
risk securitisation

These four strategic priorities are essential
1o driving Swiss Re’s growth in earnings
and are therefore direct strategies of each
of the business groups.

Actively manage the cycle for profits
As a global company with a wide product
range and geographical reach, Swiss Re
allocates capital by balancing opportuni-
ties on a risk-adjusted basis to generate
sustainable earnings and growth over

the long term. To facilitate this strategy,
Swiss Re has, in recent years, re-engi-
neered the way business is managed and
capital allocated to its various market
segments. In non-life business, the instru-
ments used to measure the dynamics of
the cycle have improved and now include
a centralised pricing process based on
risk-adjusted return targets, global renew-
al guidelines and leading cycle-phase
indicators gathered through quarterly sur-
veys of underwriters around the world.
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In life and health business, Swiss Re
closely monitors the pricing assumptions
and assesses the returns available over
time across geographies and products.

Optimise organic and trans-

actional growth

Swiss Re has been able to grow at an
average annual rate of 11% over the last
ten years, outperforming the global re-
insurance market, which grew at an aver-
age rate of 6%. This has been achieved
through building market share, developing
new areas of business and complement-
ing organic growth with a targeted series
of acqguisitions. Swiss Re will continue to
apply its full range of skills and encourage
innovation in order to expand its business
and drive organic growth while seizing
attractive acquisition opportunities.

Extend leadership position in Asia
Swiss Re has already built a leading posi-
tion in Asia and now has branches in main-
land China, Hong Kong, Japan, Korea,
Malaysia, Singapore and Taiwan, as well
as representation in India and other loca-
tions in the region. The Group is also a
market leader in Australia. Swiss Re will
build on this competitive advantage
through further investment in the skills

of local people while capitalising on its
brand and product range to realise the
potential for profitable growth in these in-
surance markets.

Accelerate the balance sheet through
risk securitisation

Since 1997, Swiss Re has been securitis-
ing peak risks in its natural catastrophe
and mortality business to optimise the
structure of its balance sheet. Risk securi-
tisation, as seen in the banking industry
with asset-backed securities, can provide
Swiss Re with equally impressive opportu-
nities. The size of Swiss Re's risk portfolio
becomes less dependent on its own capi-
tal base, because the Group is able to pass
on a proportion of its risk to the capital

Swiss Re Annual Report 2004

markets. Recent transactions demonstrate
Swiss Re's ability to combine risk manage-
ment and investment banking capabilities,
thereby increasing capital efficiency and
profit margin.

Steering for long-term value creation
The implementation of Swiss Re’s Group-
wide strategy is assessed through the
Target Matrix and the Balanced Scorecard.

The Target Matrix focuses on financial
objectives. At Group level the focus is ulti-

Target Matrix

Business targets

mately on return on equity and growth of
garnings per share.

The Balanced Scorecard complements the
Target Matrix: it monitors critical value-
creating activities and processes in organ-
isational and people development, opera-
tional excellence and the client franchise,
ensuring that client and shareholder
needs are met. The Balanced Scorecard
gives management an overview of the
status of all critical activities and how they
interconnect to create value.

Average target 2005 to 2006

Property & Casualty Combined ratio 96%
Life &Health Return on operating revenues 9%
Financial Services Premium business, traditional

Combinedratio 95%

Fee business, excl proprietary asset management

Return on total revenues 15%
Asset management Return on investment 5.3%

Group targets

Group

Earnings per share growth 10%

Balanced Scorecard

Financial
What we must deliver
to our shareholders

7

Client
What our clients
expect from us

MaximumlCicniValtie

Internal
What processes we
must excel at

People & Knowledge
How we must develop
our organisation

REOTAPE
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Top Topics

Monitoring the risk landscape to identify business opportunities and to anticipate the
potential impacts of key industry trends is essential to Swiss Re’s success. The Group
fosters ongoing research and analysis as well as communication activities on Top Topics
of strategic relevance. The table below shows a selection of Top Topics in 2004.

Industry relevance

Implementation at Swiss Re

Insurance-linked
securities (ILS)

a

ILS are an effective risk management tool to hedge peak
risks and volume insurance products

The transfer of insurance risk to the capital markets allows
a more efficient use of capital

Investor interest in ILS continues to grow thanks to attrac-
tive returns

=3

Swiss Re is a market teader in ILS, having sponsored
approximately USD 1.8 billion of peak risks, including
natural catastrophe and extreme mortality, since 1997
Swiss Re is also a leading underwriter and structurer of
bonds for clients and has introduced numerous innova-
tons

Mortality trends

o

Changes in mortality trends are a key driver of underwrit-
ing and pricing decisions in life insurance

Improvements in mortality rates are likely to continue but
insurers must be watchfu! for events which could slow or
accelerate this trend

As the world's largest life reinsurer, Swiss Re offers solu-
tions to manage capital and diversify risk, reducing expo-
sure to mortality “shocks”

Swiss Re conducts research to understand the causes and
effects of mortality trends and shares its findings with its
clients and other stakeholders

Nanotechnology

]

The impact of nanotechnology on humans and the envi-
ronment is not yet known as long-term statistics are not
available

Swiss Re cooperates with international bodies to gain a
better understanding of the impact of nanotechnology on
insurance and shape appropriate solutions

Natural o The impact of natural catastrophes has been increasing o Swiss Re continuously refines its state-of-the-art model-
catastrophes over the past 30 years ling tools to have a comprehensive view on all major
o Ensuring adequate premium levels is key to maintaining a catastrophe scenarios and offer clients optimal solutions
viable market for catastrophe risk for their risk portfolio management
Accounting o The EU requires all listed companies to report according o Swiss Re closely monitors these developments and inter-
standards to International Financial Reporting Standards (IFRS) in acts with accounting standard setters as well as private

2005

Other countries, particularly in Asia Pacific but also the
US, have been involved in the trend towards global con-
vergence of accounting standards

sector groups to advance the debate on appropriate inter-
national accounting standards

Reinsurance

The number of regulatory initiatives on reinsurance super-

Swiss Re is actively involved in monitoring the debate

regulation vision has accelerated on reinsurance regulations and interacting with regulatory
o Enhanced disclosure provisions and new risk-based capi- bodies at national and international levels
tal adequacy requirements are being introduced o Swiss Re supports cost efficient and appropriate meas-
ures encouraging insurers to use high level risk manage-
ment processes
Sustainability o Corporations are becoming mare aware of the role they o Swiss Re is committed 1o ethical business practices and

can play in promoting sustainable development

Climate change is increasingly understood as a business
risk and has become an important element in many com-
panies’ long-term risk management strategies

the exchange of know-how on sustainable development
through research, publications and sponsorship

Swiss Re promotes awareness of climate risks and devel-
ops risk financing solutions in the framework of sustaina-
bility
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Swiss Re's ability to generate long-term value centres around
knowledge building and expertise. The development and exchange
of knowledge are thus key to Swiss Re's success.

Developing expertise

Knowledge and expertise are essential for
business success — and Swiss Re has
qualified experts on its staff drawn from

a broad spectrum of disciplines, includ-
ing actuaries, engineers, lawyers, natural
scientists and many more. The Group
ensures that its specialists develop their
technical knowledge and competence
through training, enabling them to drive
economic success through business qual-
ity. In 2004 Swiss Re continued to develop
its 156 Knowledge Networks designed to
stimulate the exchange of expertise and
innovation across the Group. Swiss Re's
international working environment and
commitment to professional development
make it an attractive employer.

Exchanging knowledge

Swiss Re transfers its expert knowledge
through a broad spectrum of channels,
including training and conference centres,
publications and web portals.

Swiss Insurance Training Centre

Swiss Re offers knowledge and expertise
directly to its clients through the Swiss
Insurance Training Centre (SITC), which
serves insurance professionals at different
career levels. Since 1960, the year it was
founded by Swiss Re, the SITC has attract-
ed participants from more than 130 coun-
tries. Today, it offers a modern, skills-based
agenda covering both general and spe-
cialised insurance courses. In 2004, 20
sessions were provided at the training
centre in Zurich to more than 500 insur-
ance professionals.
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To satisfy the evolving reguirements of the
insurance industry and provide a further
service to Swiss Re's clients, the SITC has
added the On Wings programme to give
customised courses directly to Swiss Re
clients abroad. In 2004, On Wings con-
ducted ten seminars as far afield as Bah-
rain, Estonia, Taiwan and Turkey.

Swiss Re’'s Centre for Global Dialogue
The Centre for Global Diatogue in Riisch-
likon provides a forum to address global
risk issues and facilitate new insight into
future risk markets. International confer-
ences attract industry experts and risk an-
alysts, business managers, scientists and
policy makers. The goal of these events is
10 gain better understanding. build stake-
holder communities around topics and as-
sess potential business solutions.

Highlights for 2004 included the Global
Medical Forum in March, the Sustainabil-
ity Forum in August, the Liability Regimes
Conference in October, and an event on
nanotechnology in December. These con-
ferences brought together representatives
from such organisations as the United Na-
tions, the World Bank and Harvard Medi-
cal School, to discuss with Swiss Re's
experts risks and opportunities facing the
insurance industry.

Client seminars and workshops

Every year, Swiss Re holds client seminars,

workshops and other events tailored to
specific industries or regions. The largest
in 2004 was Europe Division's Product &
Knowledge Fair, a non-life reinsurance

trade fair at the Centre for Global Dia-
logue. Information desks and workshops
gave visitors an insight into Swiss Re's
products and solutions and provided a
chance to discuss industry issues. Another
important event included the 5th Asian
Forum organised in Singapore, where
local industry experts shared their views
on new and emerging risks in the region.

Publication series

Swiss Re’s technical publications and the
sigma series address topics of market rele-
vance, delivering in-depth reinsurance
knowledge 1o clients and the broader pub-
lic. In 2004 the technical publication

“Too big to ignore: the impact of obesity
on mortality trends” examined the grow-
ing obesity epidemic and assessed its
impact on the life insurance industry. “The
true value of aviation insurance” defined
the benefits that insurance offers to the
airline industry. "Business interruption in-
surance” offered a concise analysis of

this important and increasingly complex
line of business. Swiss Re produced eight
technical publications in 2004.

WwWWw.swissre.com

Swiss Re’s public website also offers busi-
ness information and technical knowledge
on topics relating to Swiss Re and the in-
surance industry. The client portal and its
community pages provide client groups
with comprehensive technical knowledge
and facilitate information exchange. In
2004, community pages were created for
life insurance clients in France, Germany,
Japan and Spain.




The global insurance industry further strengthened its capital base in

2004. Property and casualty reinsurance achieved good results despite
exceptionally high natural catastrophe claims. Life reinsurance growth
continued to outpace the primary markets. Reinsurance regulation increased,
as did disclosure requirements for the industry.

Capital markets stable,

yields moderate, dollar devaluing

The global economic recovery firmed fur-
ther in 2004. The US and Japan achieved
solid GDP growth of about 4% and 3%
respectively; Western Europe also headed
for recovery, although at a markedly lower
rate of 2%. Emerging markets saw excep-
tionally rapid expansion with the booming
Chinese economy contributing in parti-
cular to global recovery, although it also
sparked shortages and price increases in
many commodity markets. Rising oil pric-
es were additionally driven by supply-side
concerns in several oil-exporting coun-
tries, as well as by speculative activity.

Interest rates remained at historically low
levels. US government bond yields drifted
upwards at the year’s end, while yields

in euro-denominated bonds sank slightly.

Stock markets 2001-2004
120 December 2000=100

Credit spreads between government and
cerporate bonds, which had shrunk sig-
nificantly in 2003, remained narrow in
2004,

Stock markets recovered further from
their collapse between 2000 and 2002.
Growth in 2004 was moderate, how-
ever, reflecting the sceptical mood of in-
vestors,

Currency exchange rates remained rea-
sonably stable for the first three quarters
of 2004. During the final months of the
year, however, the US dollar devalued fur-
ther (EUR —7% and CHF —8%) due to
concerns about US current account and
budget deficits. This again impacted

the balance sheets and results of global
firms, by significantly reducing US dollar-
denominated income and capital.

Ten year interest rates

Source: Datastream B in%

Property and casualty insurance:
positive underwriting resuits

despite record catastrophe losses
Available information suggests that the
primary property and casualty insurers
achieved very favourable underwriting re-
sults in 2004. In many markets, they out-
performed the 2003 results. The commer-
cial lines business in particular showed
significant improvements. Credit claims,
which largely depend on general economic
conditions, also developed favourably in
2004.

Property and casualty reinsurers also
achieved good underwriting results in
2004, despite record claims for the
insurance industry of almost USD 46 bil-
lion from natural catastrophes. The North
Atlantic was badly affected, with four
hurricanes {out of a total of ning) making

Source: Datastream
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landfall in the United States after causing
widespread devastation in the Caribbean.
Japan experienced a record-breaking
year, with an unprecedented ten typhoons
totalling more than USD 5 billion in claims.
Coastal areas around the Indian Ocean
were hit by a tsunami triggered by a major
earthquake. Despite its enormous scale

in terms of fatalities and devastation, the
Asian tsunami is expected to resultin
comparatively low (re)insured claims of an
estimated USD 5 billion, comparable to
the claims related to the 2004 hurricanes
Jeanne or Frances. The impact of natural
catastrophe claims in the third and fourth
guarters on global reinsurers’ 2004 com-
bined ratio is estimated to be 4—6 per-
centage points for the full year.

Property and casualty premium growth
slowed to a moderate level in 2004,
Although improvements in general eco-
nomic activity triggered a rise in insurance
demand, there was no repeat of the sub-
stantial rate increases of 2002 and 2003,
which led to high growth levels in those
years.

Life insurance: back on the road

to expansion

Demand for private and occupational pen-
sion products remained in the spotlight

as governments, particularly in Europe,
grappled with pension system reform. Fur-
ther growth in this area has been antici-
pated by many market observers. Sales of
unit-linked and variable annuity products
continued at a modest pace, reflecting the
current low interest rate environment and
modest stock market performance. QOver-
all, premium growth was greater in 2004
than in 2003. Initial evidence suggests
the average for emerging markets was
between 5% and 10%, while for industrial-
ised countries it was 5% or lower.

Life reinsurance premium growth contin-

ued to outpace the primary markets in
2004, reflecting in part the higher growth
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Insured losses 1970-2004
50 USD billions, at 2004 prices

Source: Swiss Re

40

|

30

A ]

20

10

AN
/7~ VN

0 V_AM//\'\A.

\/A//
[

\/\/’\.\/\/\/Nf-‘/

1970 1976 1980

— Natural catastrophes

in protection business over savings prod-
ucts. However, growth was marginally
slower than in 2003, particularly in the US
and UK, which account for about 70% of
global life reinsurance volume and where
life insurers have stabilised their cession
rates.

Due to the ongoing restructuring of the
primary life industry, the market for the
management of closed blocks of business
grew in 2004, particularly in the UK, as
new market players were attracted to this
segment.

Financial strength returning;

stable outlook from rating agencies
The recovery of the financial markets and
the general profitability of insurance have
also improved the capital position of the
insurance and reinsurance industry. Com-
panies are regaining the financial strength
lost between 2001 and 2003 - a fact
the rating agencies have recognised by
reflecting an improved outlook for the
industry.

Universal drive for increased

regulation and disclosure also

evident in reinsurance

Although the reinsurance industry man-
aged well through the financial challenges
between 2001 and 2003, outside observ-
ers still raised concerns about its financial

1985 1880 1996 2000

— Man-made catastrophes

stability. The reinsurers’ capital base was
materially affected by significant events,
such as the bursting of the stock market
bubble in 2000, 11 September 2001 and
adverse claim developments in US liability
business written between 1997 and
2001.

These concerns have evolved into a multi-
tude of regulatory initiatives, At the level
of international organisations, the debate
focuses on disclosure in the reinsurance
sector and the need to maintain and build
confidence in the financial stability of the
sector.

On a national or regional leve! — especially
in Europe — the trend towards stricter
reinsurance regulation is accelerating. The
European Union is introducing the so-
called “fast track” Reinsurance Directive
which defines minimum regulatory stand-
ards for reinsurers in member states. The
new Swiss insurance supervisory law

will equally strengthen supervision in rein-
surance. The insurance industry has
expressed its support for these initiatives
and emphasised that solvency require-
ments should reflect reinsurers’ risk pro-
files.

In the wake of the corporate defaults and
accounting scandals in the US, corporate
governance has become a hot topic for




the whole business community. In order to
comply with the Sarbanes-Oxley Act, US
companies and foreign companies listed
on US stock markets have been required
to review and enhance internal controls
over financial reporting. Several European
jurisdictions are also introducing regula-

for capital and solvency requirements.
These trends directly impact the insurance
and reinsurance industry. The challenge
for companies lies in introducing consist-
ent governance models and control proc-
esses that address insurance-specific risk
management processes and the increased

requirements for internal controls over
financial reporting.

tion that specifically oversees and moni-
tors risk management practices as a basis

QOutlook

Primary insurance premium volumes in industrialised countries are expected to grow in
paralie! with long-term GDP growth (between 3% and 4% per year). The demand for

risk transfer will continue to increase while, at the same time, premium rates, although
remaining at profitable levels, are expected te decline from their current high pointin

the cycle. Premium increases in emerging markets should outpace overall economic growth.
Underwriting results for property and casualty insurance should remain strong in most
segments through 2005 at least, with combined ratios of approximately 100% for primary
business and below 100% for property and casualty reinsurance. Life reinsurance premium
growth will exceed primary market growth in most countries, with the exception of the

US and UK, where cession rates for new business have already reached very high levels.

Economic Research & Consulting and sigma

Swiss Re has a team of 20 economists based in Zurich, New York and Hong Kong as the
Group’s centre of competence for the economic analysis of risk transfer and risk financing
solutions, global business cycles and financial markets. The sigma studies, a recognised
source of market information for more than 30 years and the team’s flagship publication
series, analyse market trends in the insurance and financial industries.

A recent sigma study from 2004 entitled “The impact of IFRS on the insurance industry”
conctuded that, while the new financial reporting standards will increase transparency, they
will also bring higher earnings and capital volatility for most listed insurers. Another sigma
study “The economics of liability losses” examined the development of liability claims

and the forces driving those claims, whereas “Emerging insurance markets” highlighted the
growth potential of developing markets, particularly China and India. The sigma study
“Mortality protection” observed the shortfalls in the amount of mortality cover purchased in
key markets when compared to consumers’ protection needs. The 2005 “Natural catastro-
phes and man-made disasters” sigma provided an overview of the insured losses caused by
catastrophes in 2004.

All the sigma studies can be downloaded electronically or ordered as a print copy for free
from Swiss Re’s homepage at www.swissre.com in English, German, French, Spanish,
Italian, Japanese and Chinese.




Swiss Re’s Credit Solutions unit is the world merket leader in trade
credit and surety reinsurance and, at the same time, offers highly
specialised insurance and reinsurance products to commercial banks.

Mr Karle, can you explain why rede
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Marteus A, Eugster, Credit Solutiens, Swiss Re Financiel Serviees, Zurich (left)
Adrien Kare, Credit Selutions, Swiss Re Financial Serviees, Zunieh (right)
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Group results

Strong improvements across all business groups and an excellent
investment return led to net income of CHF 2.5 billion for 2004.

Premiums earned decreased by 4% to
CHF 29.4 hillion compared to 2003.
Excluding the effect of foreign currency,
the decrease was 1%.

The Swiss franc appreciated 8% against the
US dollar compared to 2003 average rates.
As Swiss Re's business is global, currency
fluctuations can markedly affect the com-

parison of year-on-year reported figures.

The Property & Casualty Business Group
reported premiums earned of CHF 16.0
billion, down 8% from 2003. This decrease
was largely due to higher client retentions
in non-traditional business. Excluding

the impact of currency exchange, the de-
crease was 5%.

Premiums in the Life &Health Business
Group were stable at CHF 10.2 billion.
Adjusting for the effect of currency ex-
change, premiums increased by 4%, due
to growth in Admin ReM™ business.

The Financial Services Business Group
increased premiums earned to CHF 3.2
billion, up 5% compared to the pre-
vious year. Excluding currency exchange
effects, underlying growth was 9%.

The total investment result reached
CHF 8.0 billion in 2004, an increase of
20% compared to 2003.

Net investment income was CHF 4.9 bil-
lion, compared to CHF 4.6 billion in 2003,
representing a 10% increase at constant
exchange rates. This favourable develop-
ment was mainly driven by the combined
volume effect of strong organic cash flows
and large Admin ReS™ transactions.

Net realised investment gains were

CHF 1.1 billion in 2004, driven hy a solid
stream of capital gains on publicly trad-
ed and private equities. This is CHF 740
million more than in 2003, when substan-
tial gains on the fixed income portfolios
were partly offset by impairment charges.

Trading revenues were stable at constant
rates of exchange. The credit and asset
backed as well as insurance-linked securi-
ties businesses contributed 1o strong
revenue growth. However, this excellent
result was partially offset by trading loss-
es associated with reduced market vol-
atility.

Other revenues remained stable at
CHF 243 million, compared to CHF 236
million in 2003.

Claims and claim adjustment expenses and
life and health benefits decreased from
CHF 24.0 billion to CHF 23.2 billion. Ad-
justed for the effects of foreign exchange,
claims and claim adjustment expenses
and life and health benefits increased by
1%. The significant impact from natural
catastrophes during the year, net of equal-
isation, and continued adverse develop-
ment in liability business was offset by the
improvement in the underlying profitabil-
ity of current business. Life and health
benefits increased mainly due to the im-
pact of Admin ReSM business.

Acquisition costs fell by 8% to CHF 6.3 bil-
lionin 2004 from CHF 6.9 billion in 2003.
Adjusting for currency exchange effects,
the decrease was 5%. The acquisition cost
ratio decreased from 22.3% in 2003 to
21.6% in 2004,
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Amortisation of goodwill fell by 12% com-
pared to 2003. Adjusted for currency
exchange effects, the decrease was 8%,
reflecting lower goodwill in the balance
sheet.

Other operating costs and expenses were
CHF 2.9 billion, an increase of 3% at con-
stant exchange rates. The increase was
mainly due to the Admin ReSM acquisitions,
partially offset by lower expenses in other
parts of the business including the Corpo-
rate Centre, where expenses decreased
by CHF 80 million. The overall Group man-
agement expense ratio increased margin-
ally to 8.4% from 8.2% in 2003.

The tax expense in 2004 was CHF 892
million, compared to CHF 634 million

in 2003. This represents an effective tax
rate in 2004 of 26.5%.

The Group recorded net income of

CHF 2.5 billion, compared to a net income
of CHF 1.7 billion in 2003. Earnings

per share were CHF 8.00 compared to
CHF 5.48 in 2003.

The Group recorded net cash flow from
operating activities of CHF 6.6 billion, up
from CHF 4.8 billion in 2003, due mainly
to strong reinsurance cash flows.

Shareholders’ equity increased from
CHF 18.5 billion to CHF 19.2 billion. The
increase was mainly due to improved
earnings, partly offset by currency ex-
change effects. Return on equity in-
creased to 13.6% from 10.2% in 2003.

Income reconciliation

The following table reconciles the income
from Swiss Re's business groups and the
operations of its Corporate Centre with the
Group consolidated net income before tax.

Net realised gains or losses on certain

financial instruments, amortisation of
goodwill and other income and expenses
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Income reconciliation

CHF millions 2003 2004 Change in %
Business group operating in;:ome » ‘
Propery Casuty o o7 zme 2
LfedHealth 1218 1304 7
Financial Services 558 695 25
Total business group operating income 3583 4348 21
CopoeCenveesprnses  -ao3  -za3 o5
ltems excluded from the business groups:
‘ Net reali_s}ed}inyestmén_t_gains/losses -89 26
Amortisation of goodwil | 315 =271 =12
Other income/expenses -450 -387 -14
Net income before tax 2336 3367 44

— such as indirect taxes, capital taxes and
interest charges — have been excluded in
the assessment of each business group’s
performance.

Group outlock

The outlook for property and casualty reinsurance remains positive, even though pressure
on premium rates and terms and conditions will continue. Swiss Re achieved another
successful renewal in January 2005 with prices remaining stable at attractive levels across
all tines of business. Swiss Re is deriving increased benefit from differentiated terms and
conditions, including more effective exclusion clauses, sublimits on named perils, reduced
deposit requirements, and the right to perform claims audits. These factors will help to
maintain good results going forward.

Within its life and health business, Swiss Re will continue to explore attractive opportunities
for Admin ReSM in its key markets. Furthermore, the transfer of insurance risk to capital
markets is expected to continue in 2005 and beyond.

Financial targets updated

Swiss Re is able to benefit from its leadership position by growing organicaily above the
underlying market and simultaneously capturing additional growth opportunities. However,
Swiss Re’s clear priority is profitability before premium volume, and it uses its tools and
expertise to maximise economic profits throughout the insurance cycle. Swiss Re has there-
fore altered the way it sets its growth targets, which is now defined as 10% growth in
earnings per share, which, together with the return on equity target of 13%, reflects the
Group’s commitment to grow returns for shareholders.

Expectations for 2005

Provided that large claims are within expected levels, Swiss Re anticipates improved operat-
ing performance for the fourth consecutive year. The combined ratio for the Property & Casu-
alty Business Group is expected to be in the region of 36%.
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Swiss Re achieved an excellent investment performance despite historically
low interest rates, thanks to its ability to respond rapidly to investment
opportunities. The return on investment of 5.8% reflects good returns from
fixed income and an excellent contribution from equities.
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Key topics

Strong economic growth, led by US con-
sumers and China, made 2004 a relatively
good year for investments — although in-
vestors’ appetite for incremental risk ap-
peared greater than returns would justify.
The resulting high liquidity contributed

to keeping interest rates low and credit
spreads tight. But 2004 was not a uniform
year and fixed income market partici-
pants faced very different conditions in
the second half compared to the first

half of the year. Despite the tightening of
monetary policy in the US and the gen-
eral trend towards higher rates in the sec-
ond guarter, long-term rates levelled off
in the US and even receded below 1 Jan-
uary levels in Europe in the second half

of the year, while short-term rates steadily
increased. This produced a flatter yield
curve and a wider difference between the
long-term rates in the two regions. Two
other important trends during the second
half year were the rise in ail prices and
the decline of the US dollar.

Swiss Re's diversified investment strategy
is designed to earn a spread over the
interest-bearing liabilities relating to the
life and health business and optimise total
returns on the rest of the portfolio. This

is done within closely monitored risk limits
that combine Value at Risk (VaR), short-
fall, stress testing and exposure limits. This
strategy delivered strong results in 2004,
The overall investment result, including
net realised gains, rose by close to CHF 1.0
billion or almost 20% compared to 2003.
Net investment income increased at con-

stant exchange rates by 10% to CHF 4.9
billion, as Swiss Re continued to earn
attractive vields on its large life and health
fixed income portfolio, combining a long-
term investment horizon with a disciplined
focus on spread products.

Net realised gains more than doubled to
CHF 1.1 billion. Swiss Re’s emphasis on
absolute return in its publicly traded equity
portfolio yielded strong realised capital
gains, echoed by gains on real estate and
diversified private equity holdings. In ad-
dition, net impairment charges decreased
to CHF 82 million, down from CHF 725
million in 2003, a level mainly relating to
the 2002 stock market decline.

Swiss Re's investment portfolio grew by
close to 23% in Swiss francs, due both

to strong organic cash flows and to the as-
sets acquired in two large Admin ReSM
transactions. The Group has certain busi-
ness where policyholder funds are in-
vested in defined assets, and policyhold-
ers bear the investment risk on the assets.
These investments are now described as
assets held for linked liabilities and have
increased from CHF 2.4 billion in 2003 to
CHF 12.6 billion in 2004, mainly due to
the acquisition of Life Assurance Holding
Corporation Ltd's Windsor Life. Excluding
these assets, Swiss Re's investment port-
folio growth was close to 12%; the fixed in-
come share increased from 88% to 91% of
total holdings; publicly traded equity hold-
ings decreased from 8% to 5%; and other
investments, mainly real estate and private
equity holdings, remained stable at 4%.
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Fixed income

A flattening yield curve in the US became
apparent in the second half of 2004, damp-
ening investors’ expectations of a rapid
rate rise. But the main theme of the last
two quarters was the change in shape

of the curve in the main markets — the US,
the eurozone and the UK. Swiss Re suc-
cessfully dealt with these uncertainties,
actively managing yield curve and interest
rate risks to earn attractive risk-adjusted
returns while protecting the portfolio
against the risk of rapid rate hikes. On the
life and health portfolios, yield enhance-
ment strategies favoured spread products,
while tactical opportunities with yield
curve volatility and credit events gener-
ated excess returns. Duration manage-
ment for accounts other than life and
health focused on barbell strategies for
North America, which were successful as
the curve flattened.

Swiss Re's fixed income portfolio in-
creased to CHF 89 billion in 2004, com-
pared to CHF 78 billion in 2003, due to
the same factors that produced overall
portfolio growth. Net investment income
on the fixed income portfolio grew by 16%
at constant exchange rates. Net realised
gains were CHF 226 million in 2004,
down from the very high level of CHF 1.0
billion achieved as fixed income invest-
ment values peaked in 2003.

Equities

Swiss Re enjoyed very strong returns from
publicly traded equities in 2004, Most
stock markets posted modest gains com-
pared to those of 2003, but there was
great variability among the quarters and
markets, with Europe and Asia, in par-
ticular, outpacing the US. As an active, di-
versified investor, Swiss Re was quickly
able to adapt its equity exposure to chang-
ing conditions, anticipating a rise after
the summer correction and favouring Eu-
ropean and Asian over US stocks. which
proved to be advantageous in the fourth
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Allocation of investments as of 31 December 2004

Total CHF 98.5 billion!

5% Equities

4% Real estate and other

91% Fixed income

Investments by currency as of 31 December 2004

Total CHF 98.5 billion’

3% CHF
5% CAD /
11% GBP {

20% EUR

5% Other

56% USD

' Excluding assets held for linked liabilities of CHF 12.6 billion

quarter. Shortly before year end, Swiss Re
reduced its exposure in anticipation of

a short-term market correction and was
able to lock in sizeable capital gains. In
addition, the balanced private equity fund
of funds, built up over the years, delivered

QOutlook

solid results. Net realised investment gains
on publicly traded and private equities
rose to CHF 774 million, compared to
CHF 67 million in 2003, which included
net impairments of CHF 583 million main-
ly relating to the 2002 market decline.

Strong economic indicators and the continued tightening of monetary policy in the US all
indicate that interest rates should rise from current levels, and Swiss Re continues to expect
higher long-term interest rates by end 2005. However, there is a certain risk of lower rates
and flatter curves in the short term, especially during the first half of the year. The threats to
the positive economic outlook for 2005 continue to be rising oil prices, a potential hard land-
ing of China’s economy and a sharp and disorderly downward dollar correction. Swiss Re
will continue to actively monitor and manage these risks and has adopted barbell strategies
to quickly change the duration profile of its fixed income portfolio. In publicly traded equi-
ties, Swiss Re will continue to seize opportunities as they arise within the context of modest
market growth, and the Group expects another solid year for its private equity portfolio.
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The following information is a summary of the audited 2003 and 2004 consolidated
financial statements of the Group that have been prepared in accordance with

Swiss GAAP FER and the Swiss Company Law. For more details, please refer to the
Group's financial statements.

Income statement

For the years ended 31 December

CHF miflions 2003 2004 Change in %
Revenues e
Premumseamed 30740 29439 4
Net investmentincome 4608 4857 5
Né{ re.élisedvinQéstment gains v 376 1 116 » 197
Tedngrevenues 472 438 -7
Other revenues 236 243 3
Total revenues 36430 36093 -1
Expenses OO OO OO eN
C‘i:a;ims and claim adjustment expenses -14898 -13853 -7
Life and health benefits ..79085  -933 3
Acquisition costs 6854 -6325 -8
Amortisation of goodwill -315  -277 ~12
Other operating costs and expenses -2942 -2 9”40 0
Total expenses -34094 -32726 -4
Income before income tax expense 2336 3367 44
Income tax expense ~634 -892 " 41
Net income 1702 2475 45
Earnings per share in CHF
Basic o 5.48 » 800
Diuved . 543 177
Changes in shareholders’ equity
CHF millions 2003 2004 Change in %
Balance as of 1 January 16688 18511 n
”Net income N 1702 2475 45
Chan‘ge in unrealised gains on sgcu}(ities,nne:_t: . 1 ‘1 16 =24 .
Change in foreign currency translation -513  -1224 139
_Dividends -310 -341 10
v Equity issued/repurchased ‘ -148 v
Purchase/sale of treasury shares . -1s
Additional minimum liability, net |22 20
Change in accounting policy ‘ -121
Balance as of 31 December 18511 19177 4
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Summary balance sheet
As of 31 December

CHF millions 2003 2004 Change in %
Assets v

'“"es..'.‘."?.‘?.f.“s ........................................................
Fixedincomesecurites 64262 .. 77464 .. 21
EQUItY SSCUMTIES e 6751 ....5261 ...722
Morigagesandotherloans oo 8133 6381 A
Investmentreal estate e 1646 ... 1699 o 3
Short-term investments . e d 3995514 .25
Otherinvestedassets 2074 ..2207 o 6
Assets held for linked liabilities 2448 12619 >250
Total investments 906563 111125 23

Cash and cash equlvalents

F%emsurance assets

Defer(ed acqumtlon costs and other mtanglble assets

o et Siear” 21802 . e
Total assets 169698 184492 9

Liabilities and shareholders’ equity
Liabilities

Unpald c\a\ms and claxm.adjgist‘hj‘gnt gg_pe}hlges . —2
Lyah_lh_t_lﬂes for I|fe and health policy beneﬂts ‘ 15
Provisions for linked Imbyhhes ~ >250
Unearned premiums -n
Funds held under reinsurance treﬂa‘t‘les 7
Remsurance ba\ances“payab\e —24
Oth‘e“rﬂh‘abwll‘nesw 1
Long-term debt 10
Total liabilities 1561187 165315 9
Total shareholders’ equity 18511 19177 4
Total liabilities and shareholders’ equity 169698 184492 9
Summary cash flow statement
For the years ended 31 December
CHF millions 2003 2004 Changein %
Cash flow from opersting sctivities 4811 . 6566 . . 36
Cash flow from investing activities 1723 4986 189
Cash flow from financing activities -840 -409 -69
Effect of foreign currency translation -92 -198 115
Change in cash and cash equivalents 1656 873 -41
Cash and cash squivelents as of 1 Jenuary 8773 8429 44
Cash and cash equivelents es of 31 December 5429 6402 8
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Property & Casualty Business Group

Operating income increased by 29% to CHF 2.3 billion with the combined ratio
remaining stable at 98.4% despite a high level of natural catastrophe claims. The
business group maintained its focus on underwriting discipline.

Property & Casualty Business Group results

Key business group topics

A key topic for the business group during
2004 was the active management of the
insurance cycle. The cycle appears to have
peaked but prices still remain at attractive
levels. During this phase of the cycle, the
business group has successfully demon-
strated its ability to identify the most prof-
itable market segments and to maintain
the integrity and quality of its underwriting
process.

Over the past three years Swiss Re has
focused its resources on enhancing its
management of the insurance cycle. This
is best illustrated by Swiss Re’s develop-
ment of Underwriting Steering Values

CHF millions 2003 2004 Change in %
Revenues »

Premiums earned 17409 15987 -8
Net investmentincome 1165 1313 13
Net realised investment gains 371 778 110
Total revenues 18945 18078 -5
Expenses e :
C\a\ms and claim adjustment expenses -12660 ~11474 -9
Acquisition costs -3769 -3520 -7
Other operating costs and expenses -699 -735 5
Total expenses -17128 -15729 -8
Operating income 1817 2349 29
Claims ratio (in %) 727 71.8

Acd‘ﬁis‘itviioh éost ratvio (in %) 217 22.0
Adrhvih‘isvfration expehsé re:a'ﬁo (in %) v 4.0 » 4.6

Combined ratio (in %) 98.4 98.4
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(USV), which compare the price on offer
with required profit margins and aver-
age price levels over the whole insurance
cycle. The use of USV by all underwriters
allows the business group to steer capital
towards the most attractive market op-
portunities and helps underwriters main-
tain objectivity at a time when prices may
come under pressure. As a conseqguence,
underwriting discipline remained strong
in 2004.

Unlike 2002 and 2003, which were
marked by an absence of large claims,

in 2004 the insurance industry experi-
enced high claim activity in natural catas-
trophes, incurring almost USD 46 billion
in large catastrophe claims. For Swiss Re’s
Property & Casualty Business Group, the
pre-tax financial impact in 2004 of the
four hurricanes, the typhoon and the tsu-
nami was CHF 1.1 billion, although this
was reduced by CHF 241 million through
the release of equalisation reserves. The
extent of these natural catastrophe claims
was above average in 2004. This inevita-
bly led the industry to refocus on catastro-
phe pricing during the renewals, whereby
premium rates in the affected markets
showed increases of up to 10%.

Individual business trends affecting the
business group were in line with recent
years; terrorism, contingent business inter-
ruption and pharmaceutical liability all
required underwriters” attention. Swiss Re
issued new pharmaceutical guidelines,
which significantly strengthened terms
and conditions for this industry. In liability,
the poor loss experience of US business
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written in the period 1997-2001 has led
to considerable effort being expended on
researching and improving Swiss Re's own
internal pricing methods. Swiss Re also put
great emphasis in 2004 on identifying new
and emerging risks, thus enabling these
risks to be addressed as early as possible
by the market: one example is nanotech-
nology, where Swiss Re released a new
publication to coincide with industry semi-
nars and initiate debate across the insur-
ance and reinsurance industry.

Swiss Re places great empbhasis on under-
writing quality and continuously invests
in new training initiatives to develop this
vital resource. In 2004 the Underwriting
Development Programme (UDP) was
launched, which is designed to hire and
intensively train new underwriters. The
emerging markets study undertaken by
Swiss Re has shown that expansion in
Asia will generate significant demand for
underwriting skills, and the UDP aims to
ensure that growing requirements in this
region and elsewhere are met.

Business group results

Operating income grew to CHF 2.3 billion
from CHF 1.8 billion, an increase of 29%.
The business group generated an under-
writing profit of CHF 258 million and a
combined ratio of 98.4%. The ratio for
2004 was affected by the abnormally
high level of large claims which were re-
lieved in part by the release of equalisa-
tion reserves of CHF 241 million. There
was no equalisation reserve movement in
2003.

The total investment result increased by
36% to CHF 2091 million from CHF 1536
million in 2003. Net investment income
rose by CHF 148 miltion to CHF 1.3 biltion,
driven mostly by the organic growth of
the investment portfolio. Realised gains
increased by CHF 407 million to CHF 778
million, due to gains on equities and lower
impairment charges in 2004.
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Premiums earned 2004 by division

Total CHF 16.0 billion

12% Asia

40% Americas

Premiums earned over time

48% Europe
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Claims from natural catastrophes reduced
the result by CHF 0.8 billion after changes
in the equalisation reserve, or 5% of pre-
mium. In 2003 total natural catastrophe
claims for the business group with an indi-
vidual value in excess of CHF 20 million
were CHF 0.3 billion or less than 2% of
earned premiums. The increased large
claims burden was offset by the continued
improvement in the underlying profita-
bility of current business, where the suc-
cessful renewals in 2003 and 2004 and
an unwavering underwriting focus on
profitability are now being reflected in the
results.

US liability again showed considerable
losses from the 1998-2001 under-
writing years, with further claims being
reported in excess of expectations.
Nevertheless, there was positive develop-
ment in other lines of business and re-
gions and in the more recent underwriting
years so that overall the claims ratio im-
proved.

Premiums earned

Premiums earned declined by 8%, in part
due to the weaker US dollar (5% in crigi-
nal currencies). Underlying growth in cur-
rent business was consistent with expec-
tations at the 2004 renewals, but this was
more than offset by two key factors. In
2003 Swiss Re reported growth in premi-
ums earned arising from 2002 late
reported business from clients; in 2004
late reported business from clients was
much lower, resulting in a net reduction

in premiums earned of CHF 0.8 billion.
Non-traditional premiums declined by
CHF 0.8 billion (27%) in 2004 due to trea-
ty cancellations and cession reductions

in some large treaties. As clients’ balance
sheets improve, demand for these large
covers drops.

Property’s share of the portfolio fell slightly
by 1% to 32%. Liability increased its share
from 27% to 30%. Motor and accident
and health lines declined by 1% and 2%
respectively. The share of other business
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increased by 1% to 16%. These propor-
tions, particularly the liability element, are
heavily influenced by the non-traditional
portfolio. For the traditional portfolio
alone, the weightings have remained sta-
ble in original currencies.

Combined ratio

The combined ratio for the business group
was 98.4%, unchanged from 2003. This
ratio combines the effects of the claims
ratio, which improved'by 0.9 percentage
points; the acquisition cost ratio, which
rose slightly by 0.3 points; and the ex-
pense ratio, which increased by 0.6 per-
centage points.

Performance in the 2003 and 2004 un-
derwriting years was in line with Swiss Re's
expectations and the indications apparent
at renewals. Prices increased in 2003

and remained at attractive levels in 2004,
with terms and conditions generally sta-
ble, leading to an underlying improvement
in the claims ratio for 2004. In contrast,
the many large natural catastrophe claims
in 2004 produced a higher claims bur-
den, which offset maost of the underlying
improvement in profitability.

The small increase in the acquisition cost
ratic stemmed from non-traditional
business; the ratio for traditional business
actually declined. The increase in the
expense ratio was mainly due to the re-
duction in premiums earned.

Lines of business

Effective cycle management was the driv-
er of improved underlying performance

in all lines. Swiss Re capitalised on its en-
hancements to its cycle management
tools and ability to focus capacity in those
segments praducing the highest eco-
nomic returns after the cost of capital. In
general, rates remained at satisfactory
levels, although there were signs of soft-
ening in some property lines during 2004
following excellent underwriting results.
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' Excluding the 11 September event, the combined ratio was 110.5%

The catastrophe events in the second half
of the year have put a brake on further
declines in catastrophe rates, especially in
those markets that were affected.

For Swiss Re, underwriting terms and
conditions remained favourable in most
lines of business, while profitability was
above the average level to be expected
over the cycle.

This underlying positive performance

was offset by the large natural catastrophe
claims in property, engineering and
marine, and the adverse development in
liability from previous underwriting

years.

The growth in premiums earned was sig-
nificantly influenced by the reduction in
non-traditional business in all lines except
liability, which showed an increase. Fur-
thermore, the effects of lower prior year
premiums impacted all lines. Allowing for
these, the traditional business grew in
accordance with expectations.

Property

CHF millions 2003 2004
Premiums earned 57786 5163
Com‘bvivned r‘aticinn(in %) 8056 80.1

Property premiums declined by 11%, or
9% in original currencies. This reduction
was largely due to 8 47% fall in non-tradi-

tional premiums and a significant impact
from prior year premiums.

Despite the increased frequency of excep-
tionally large natural catastrophe claims,
property continued to perform well in
2004, with its combined ratio improving
to 80.1% from 80.6% due to the positive
development for prior year business.

Property business exposed to man-made
risks again produced satisfactory results,
although the underwriting environment
was more challenging: prices declined by
as much as 15% in some markets. Swiss Re
succeeded in controlling its exposure to the
threat of terrorism and continues to play

a leading role in urging the industry to take
a more active stance on managing expo-
sures to contingent business interruption.

Liability

CHF miltions 2003 2004
Premiumsearned 4726 4766
Combined ratio (in %) 116.4 117.1

Liahility premiums remained stable in
Swiss francs but increased by 6% in origi-
nal currencies. An increase in premiums
from non-traditional business and the
effect of prior year premiums described
above had an impact on this line of busi-
ness. This line benefited from the highest
rate increases during the 2003 and 2004
renewals.
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New husiness pricing, which has strength-
ened significantly during the past three
years, is now reflected in the development
of more recent underwriting years, which
show considerable improvement. Never-
theless, in line with industry-wide experi-
ence, liability business with US exposures
reported negative results after taking the
impact of the 1998-2001 underwriting
years into account, producing an overal!
combined ratio of 117.1%, of which 23
percentage points are attributable to the
prior year impact.

Motor

CHF millions 2003 2004
Premiums earned 3161 2700
Combmed ratio {in %) 102 4 104 2

Motor premiums fell by 14%; this was
largely due to a reduction in the cession
rate on non-traditional business. Tradi-
tional business decreased slightly.

The combined ratio for motor business
rose from 102.4% to 104.2%, reflecting
an increase in the expense ratio as a result
of a change in the allocation of internal
claim adjustment expenses. The long set-
tlement periods associated with motor
business mean that, even at this nominal
combined ratio, results will still be positive
on an economic basis.

Accident

CHF millions 2003 2004
Premiumsesmed 1150 ..739
Combined ratio (in %) 993 80.2

Accident premiums fell by 36%, partly due
to a drop in non-traditional premiums, and
partly to the cancellation of workers’ com-
pensation business in the US.

Accident business continued to perform
well, with an overall combined ratio of
80.2%. This improvement can be directly
attributed to the continued switch away
from long-tail traditional workers” com-
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Premiums earned 2004 by line of business
Total CHF 18.0 billion

16% Other

5% Accident 32% Property

17% Motor \

30% Liability

pensation covers to short-tail business
that covers claims only in the event of a
catastrophe.

Other lines

CHF millions 2003 2004
2619

994

Premuums earned

Combined ratio {in %) WOO 1

Over 80% of the business classified under
“other lines” stems from the marine and
engineering lines of business, with some
prior year adjustments in the run-off lines
of aviation and credit and surety (new
business in these lines is written in the
Financial Services Business Group).

Both marine and engineering have gone
through a comprehensive re-underwriting
exercise in recent years, and while the
high leve! of natural catastrophe activity
affected both lines of business, underlying
margins were sufficiently high for the
combined ratio to show an improvement
10 89.4% from 100.1%.
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QOutlook

The outlook for the Property and Casualty Business Group remains positive. The January
2005 renewals indicated a slight softening in rates, but the business group was again
successful in securing attractive profit margins.

The renewals also demonstrated that clients velue and are prepared to pay for security and
quality of service, enabling Swiss Re to achieve superior terms and conditions relative to
the market. This differentiation in quality of capacity provides Swiss Re with a powerful com-
petitive advantage and will enable the business group to navigate through a peried which
may show relatively low growth in business volumes. Excellent cycle management will also
be a key prerequisite during this phase and Swiss Re has invested heavily in sharpening
these skills. The business group’s methods ensure that the quality of risk selection and pric-
ing stays consistent and objective. Furthermore, the business group rigorously controls

and monitors pricing benchmarks to allocate capacity to those segments achieving the high~
est returns after cost of capital. These factors combined will enable the business group to
continue producing good results.
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best scientific expertise available.
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Swiss Re
base is a cornerstone of our superior service offering to our clients.

pricing structures derived from the

Stefan Lippe, Head of the Property & Casualty Business Group
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Life & Health Business Group

The return on operating revenues of 9.1% exceeded the three year average
target of 9% and the prior year return of 8.7%, reflecting strong under-

lying results. The business group extended its successful Admin ResM offering
with the largest transactions to date in both the US and the UK,

Life & Health Business Group results

Key business group topics

Admin ResM

Admin ReSM, one of Swiss Re's key strate-
gic offerings, has developed significantly
since 1998. As the model has matured, it
has embraced larger transactions: in
2004, it included the acquisitions of the
individual life business of CNA in the US
for USD 690 million and Life Assurance
Holding Corporation Ltd (LAHC), including
Windsor Life, in the UK for GBP 333 mil-
lion. These transactions added considera-

CHF millions 2003 2004 Change in %
Revenues .................. . B B

Premiums eamned 10229 10208
Netmestmentincome 3085 3178 3
Net realised investment gains — participating 0 51

Operating revenues 13314 13434 1
Net realised investment gains — non-participating 55 82 49
Total revenues 13369 13516 1
Expenses

Claims and clafm adjustrﬁént expe“r{se‘é: iiiii

life and health benefits -9085 -9331 3
Acquisitoncosts -2479 2177 -12
Other operating costs and expenses -b687 -704 20
Total expenses -12151 -12212 1
Operating income 1218 1304 7
Operating result {(excluding

net realised investment gains) 1163 1222 5
vManaggment expense ratio (ln %) 4.4 5.2

Retum‘_oirj operating revenues (in %) 87 _ 9.1

32

ble scale, with more than five million poli-
cies now under Swiss Re’s management,
approximately four million in the US and
one million in the UK.

The market for closed life funds has at-
tracted new entrants over the past year,
particularly in the UK. Swiss Re has com-
petitive advantages both from its experi-
ence and its knowledge - gained through
traditional business — of the types of port-
folios available for acquisition. Swiss Re's
skills and reputation for excellence in this
area have developed over many years, and
continue to increase with each transaction.

Admin ReS™ has delivered consistently
attractive returns to the business group.
Swiss Re benefits from a high degree of
diversification across its Admin ReSM port-
folio, with more than 40 individual blocks
of business acquired since 1998.

Insurance-linked securitisation

On 21 January 2005, Swiss Re an-
nounced that it had transferred the insur-
ance and investment risks from five blocks
of US Admin Re®M business to the capital
markets. Through this USD 245 million se-
curitisation, Swiss Re realised a USD 57
million deferred gain on the securitised
portion {78%) of the business while retain-
ing the remainder (22%). By transforming
insurance risk into a tradeable security,
Swiss Re is able to turn assets (present
value of future profits) into cash that
would otherwise emerge only over time.
Transferring risk to the capital markets
allows for more effective use of capital:

Swiss Re Annual Report 2004




shareholders improve their return on the
risks flowing through the balance sheet
and the business benefits from a flexible
financing system to support growth.

Traditional business

Swiss Re successfully repriced its North
American business during 2004 in re-
sponse to revised economic and mortality
assumptions. These revised assumptions
are now fully reflected in the pricing of

all new business and will have a positive
impact on earnings over time.

Alongside the repricing exercise, the busi-
ness group worked with individual US
clients to align underwriting standards
more closely to Swiss Re’s own philoso-
phy. The business group also makes
considerable efforts worldwide to ensure
that client underwriting standards adhere
to adequate risk management protocols.

In a number of key markets in 2004,
Swiss Re launched Life Guide, a new In-
ternet-based version of its established
underwriting guidelines and rating infor-
mation. By the year’s end, almost 2 500
underwriting professionals at client com-
panies were benefiting from access to
one of the industry’s most comprehensive
and up-to-date underwriting reference
sources. This number is projected to in-
crease to between 8 000 and 10000
users as Life Guide is deployed in further
markets in 2005,

Business group results

The operating result increased by 5% to
CHF 1.2 billion in 2004. Excluding cur-
rency exchange movements — principally
a depreciation in the US dollar — the
operating result increased by 9%.

Excluding foreign exchange movements,
the life operating result remained stable at
CHF 1049 million. included in the life
result is a provision for tsunami claims of
CHF 58 million which was not part of
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Swiss Re's initial claim estimate for the
tsunami. Excluding foreign exchange
movements, the health operating result
Improved by CHF 96 million to CHF 173
million. The business group continues to
see year-on-year volatility in the health
business and expects this effect to decline
gradually as exited health lines are run off.

At 9.1%. the business group’s overall re-
turn on operating revenues exceeded both
its three year average target of 9% and
the prior year return of 8. 7%. The return
for life business declined from 10.3%

in 2003 t0 9.5% in 2004, reflecting pri-
marily the provision for tsunami claims
and higher mortality experience in the US
traditional business (CHF 40 million),
partially offset by increased returns from
Admin ReS™ business.

For health business, the return on operat-
ing revenues increased to 7.2% in 2004
compared with 2.5% in 2003. This in-
crease was largely due to positive experi-
ence from continuing income protection
business, partially offset by higher claims
developments in exited lines.

The management expense ratio increased
10 5.2% in 2004 from 4.4% in 2003,
reflecting the increased volume of Admin
ResM business and the absence of the
one-off savings present in 2003. The ex-
pense ratio for Admin ReSM business,
which is fully priced in each transaction, is
higher than for traditional reinsurance
business, due to the maintenance costs

of dealing with individual policyholder
records and communications.

At constant exchange rates, acquisition
costs declined by 9%, reflecting lower
amortisation of the present value of future
profits following adjustment of the future
profit emergence profile corresponding to
current experience.

Premiums earned

Premiums increased by 4% at constant
rates of exchange to CHF 10.2 billion,
reflecting the contributions of the recent
acquisitions of CNA’s individual life
business in the US and LAHC in the UK.
Life premiums increased by 7% at con-
stant rates of exchange to CHF 8.4 billion;
health business declined by 8% to

Operating resulit {excluding non-participating net realised investment gains)

CHF mitlions 2003 2004 Change in %
Lte L1ees 1049 .75
Health 64 173 170
Total 1163 1222 5

Return on operating revenues over time

15 in%

13.8

o

2000 2001

O Life ) Health O Total

33




Premiums earned

At constant ex-

CHF mitlions 2003 2004 Changein%  change ratesin %
Life . 8263 .. 8417 2 7
Health 1966 1788 -9 -3
Total 10229 10205 0 4

Premiums earned 2004 by region

Total CHF 10.2 billion

9% Rest of the world s

26% Europe

CHF 1.8 billion, reflecting the continuing
run-off of much of this portfolio in North
America and the UK. Growth in the main
traditional business markets remained low,
due to the US pricing review and lower
sales of protection business in the UK pri-
mary market.

Qutlook

66% North America

Excluding currency exchange effects,

net investment income grew by 9%, largely
due to the Admin Re™ acquisitions in
2004, which increased funds under man-
agement by more than CHF 16 billion.
This was offset to some extent by continu-
ing low investment yields.

In North America and Europe, traditional life reinsurance is expected to grow by 6% per year
in the medium term. in the short term, growth in the North American market may be lower,
reflecting pressure on cession rates as reinsurance prices increase. Emerging markets, par-
ticularly in China and India, should see much higher rates of growth.

Swiss Re's competitive advantages in closed life funds give it significant opportunities for
Admin ReSM transactions offering attractive rates of return. Swiss Re will continue to explore

these opportunities in key markets.

Capital market solutions supporting traditional and Admin Re®™ offerings, such as securitisa-
tion, will continue during 2005 as part of Swiss Re's strategy of accelerating its balance

sheet and controlling risk.

Globally, regulatory and accounting changes continue at a rapid pace. In the short to medium
term, this will affect the risk and capital management requirements of primary insurers and
influence the ways in which reinsurers can offer support. [n this changing environment, the
business group will continue to focus on providing specific solutions to clients’ evolving

needs and improving returns for shareholders.
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Admin ReS™
Admin ResM g

allows Swiss Re to optim

' Is & core offering of Swiss Re. Ploneered in the US,
Iss its allocation of capital and

enables insurers to releass capital from non-core operations.
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“A sound understanding of current mortality and associated
trends is critical to ensuring that we write risks

on a sustainable basis for our clients and shareholders.”
John Fitzpatrick, Head of the Life & Health Business Group
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Continued improvement in operating performance, comple-
mented by higher investment returns, produced growth of 25%

In operating income.

Financial Services Business Group results

Business group results

The Financial Services Business Group
reported operating income of CHF 695
million, compared to CHF 558 million

in 2003. Premium business was the main
contributor to this improvement. The
capacity selectively deployed in the most
attractive markets and products led to

an excellent combined ratio for the tradi-
tional premium business of 92.9%, be-
low the 95% three year average target.
Fee business produced a return on total
revenues of 12.9%, compared to 14.7%
in 2003.

CHF millions 2003 2004 Change in %
Revenues

‘E_(emnums earned 3102 3247 5
Net investment income 319 333 4
Net reahééd investment gams » 39 179 >250
Trading revenues, fees and commissions 895 793 -1
Total revenues 4355 4552 5
Expenses ........................ . [ ERTUPPI
Clalms and cla\m adjustment expenses —2285 -2379 - 4
Acgglsmon costs -586 -628 7
Operating costs ~-926 -850 -8
Total expenses -3797 -3857 2
Operating income 568 695 25
Premium business, traditional

Combmed ratio {in %) . 947 92.9

Fee busmesg e}g/udmg propr/etary

asset management

Return on tota\ revenues (m %) 1471 12 9

1 Total revenues are net of acquisition costs; the 2003 figure gross of acquisition costs was 13.3%
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Total revenues were CHF 4.6 billion, up
9%, after adjusting for the effects of
currency movements. Premium business
recorded growth in revenues of 9% to
CHF 3.9 billion. Fee business revenues net
of acquisition costs were CHF 687 million,
down 12% compared to 20083.

Premium business

Premium business reported an operating
income of CHF 608 million, up 28% com-
pared to 2003. The combined ratio of
traditional business was 92.9%, compared
to 94.7% in the previous year. Aviation,
credit and property reinsurance contrib-
uted positively to this excellent combined
ratio. The casualty combined ratio im-
proved, although it has not yet reached a
satisfactory level.

Credit business benefited from a continua-
tion of its strong underwriting record and
a favourable credit environment. The cor-
porate risk business produced an attrac-
tive return thanks to active cycle manage-
mentin all segments.

Premiums earned grew by 4% (8% ex-
cluding currency exchange effects). This is
above the three year average target of 3%.
This increase was largely driven by cau-
tious growth in casualty, property and
credit and surety, partly offset by lower
premiums earned in aviation, principally in
the facultative airline market. Non-tradi-
tional premium volume also increased due
to new business written.

The total investment result was CHF 507
million, compared to CHF 358 million in

Swiss Re Annual Report 2004




2003, mainly driven by an excellent con-
tribution from realised gains on equities.

Premium business trading revenues, fees
and commissions were CHF 126 million,
compared to CHF 88 million in the prior
year, driven largely by a rise in mark-to-
market valuation from the portfolio credit
default swap book as spreads tightened.

Claims and claim adjustment expenses
were CHF 2.4 billion, which represents

an increase of 9%, adjusting for currency
exchange effects. Claims experience

was favourable for aviation and credit and
surety, but this was offset by heavier
claims activity in casualty and property.
Casualty performance nevertheless
improved, although it continued to suffer
from losses incurred by the pharmaceu-
tical and financial services industries.
Property remained satisfactory overall
although the impact from natural catastro-
phes was more pronounced than in 2003.

Acquisition costs were CHF 628 million,
compared to CHF 559 million in 2003.
The increase is mainly due to premium _
growth and higher profit commissions,
reflecting the improved profitability of the
business. :

Operating costs were CHF 250 million,
compared to CHF 225 million in 2003.
This is mainly due to the full year effscts of
increases in resources in 2003. These
resources were added to take advantage
of attractive market conditions across

the premium businesses.

Swiss Re Annual Report 2004

Premium business

CHF millions 2003 2004 Changein %
Revenues
Pemumseaned 97 K
Netinvesimentincome 319 3 A4
Net realised investmentgains 3 176 >260
Trading revenues, fees and commissions 88 126 43
Total revenues 3543 3865 9
Bxpenses e
Claims and claim adjustment expenses 72286 72379 ...A
Acguisitiencosts -89 -628 12
Operating costs -225 -250 11
Total expenses -3069 -3257 6
Operating income 474 608 28
Traditional business
Combined rati fin %) 29
Premiums earned 2004 by line of business
Total CHF 3.2 billion
17% Aviation x 18% Property

i ///

i o

L
27% Credit and surety 21% Casualty

17% Non-traditional

Premium business, traditional -~ combined ratio over time

200 %
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150
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Fee business

Operating income from fee business

was CHF 87 million in 2004, up 4% com-
pared to 2003. The return on total reve-
nues, excluding proprietary asset manage-
ment, was 12.9% in 2004, compared

to 14.7% in the prior year.

Total revenues net of acquisition costs were
CHF 887 million, compared to CHF 785
million in 2003. Excluding proprietary
asset management and adjusted for cur-
rency effects, net revenues were 8% lower
than in 2003. The credit and asset backed
as well as insurance-linked securities
businesses contributed strong growth to
total revenues, above the three year aver-
age target of 10% forithe fee business.
This excellent result was partially offset by
trading losses associated with lower mar-
ket volatility in the second half of 2004.
The niche equity brokerage and corporate
finance markets in which Fox-Pitt, Kelton
operates suffered from lower activity in
2004, and this also reduced income.

Fees for proprietary asset management
fell by 7%, reflecting the full impact of the
cost savings achieved by Swiss Re Asset
Management from the restructuring in
2003.

Worldwide third party assets under man-
agement grew from USD 47 billion to
USD 52 billion, an increase of 11% over
2003. Third party fee income grew on a
like for like basis by aver 9% to CHF 66
million. Growth was |partially offset by the
disposal of non-core asset management
operations in 2003,

Acquisition costs totalled CHF 31 million
in 2004. These costs are related to trading
activities and are netted with the corre-
sponding revenues.
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Fee business

CHF millions 2003 2004 Change in %
Revenues B B
Premiums earned » o 5 15 200
Net invesrmen.r inco'rvﬁev ) ' 2
Netesemesmertgons 3
Trading r.evenues, fées and commissions 807 667 -17
Total revenues 812 687 -15
Expenses

Cvlai.ms_an‘d c\_airﬁ adjust‘me‘nt ex‘;.)en_sesv ) »

Acquisition costs =27

Qperating éosts v ” —“7011 —600 ~14
Total expenses -728 -600 18
Operating income 84 87 4
Excluding proprietary asset management

Remm on total revenues (in %) _ 147 129 A

! Total revenues are net of acquisition costs; the 2003 figure gross of acquisition costs was 13.3%

Return on total revenues excluding proprietary asset management

25 in %
147 129
i [
¢} 454 ,——,3 4 i | L
i |
.
-25 ! |
o
50 i
2001 2002 2003 2004

Operating costs were CHF 600 million.
Adjusting for currency effects, operating
costs were 12% lower than in 2003, This
is due to cost savings in proprietary asset
management and lower variable costs in
fee business.
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Conning:
Asset management, research and consulting

Conning is an insurance specialist recognised as a leading provider of both stra-
tegic insurance research and full-service investment management. In the US,
Conning is the third largest insurance asset manager. This success is now being
leveraged in the UK and Europe. Today, as a global source of asset manage-
ment and research services, Conning has offices in the United States, London
and Dublin. Conning has been a member of the Swiss Re Group since July 2001.

Conning's insurance expertise starts with Conning Research & Consulting, a
provider of independent insurance research focused on the US insurance indus-
try. Conning Asset Management levers its insurance knowledge and expertise
to provide customised, full-service third party asset management.

Conning’s three core investment management offerings include portfolio man-
agement, insurance advisory and investment accounting services. Portfolio
management services include US and Canadian dollar, euro and British pound
capabilities focused on fixed income and enhanced indexed equities, with select
alternative investment offerings such as an insurance-linked securities fund.
Insurance advisory services are delivered by an expert team that is committed to
providing global asset liability management and dynamic financial analysis.
Conning’s in-depth investment accounting and reporting services are available
globally. This combination of tailored offerings and high-quality service provides
Conning’s insurance clients with comprehensive, broad-based expertise.

Conning Asset Management has experienced strong growth in clients and as-
sets under management, with 2004 being one of its best years for winning new
business. As of 31 December 2004, the company served more than 125 clients
extending from the US to Canada, Bermuda, the UK, Continental Europe and
Japan. Conning’s global assets under management have grown to USD 48.5 bil-
lion with an additional USD 13.6 billion accounted for as advisory services.
Accounting and reporting services were provided on another USD 34.2 billion,
bringing total client assets serviced to USD 96.3 billion.

Conning’s growth of assets under management

50 USD billions 4851
40 39.2
30 310
25.0
20
10
o}
2001 2002 2003 2004

1 2004 assets are global (US: USD 47.4 billion; rest of world: USD 1.1 billion).
Prior years are US only

(<> CONNING
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Qutlook

The Financial Services Business Group expects continued improvement in operating per-
formance in 2005.

Overall the premium business should continue to produce strong underwriting results,
assuming that iarge claims are within expected levels. [ndications from the January renew-
als show that premium igrowth may slow in 2005, given the business group’s stringent
underwriting requirements and general market conditions. This should be partially offset by
business expanding where relative returns are higher, and by expanding the business
group’s presence in emerging markets, particularly in Asia.

Competition in the property market is expected to exert continued pressure on rates, how-
ever pricing should remain at favourable levels in most industry segments. The business
group believes that casualty market rates will remain stable at attractive levels. Swiss Re's
underwriting stance is expected to result in continued loss of business in certain sub-seg-
ments (eg the pharmaceutical and financial services industries). Swiss Re expects general
aviation and product manufacturers’ premiums to stay at current levels or increase, whereas
airline premiums may decrease further if favourable claims experience continues. Credit
and surety should benefit from the ongoing favourable credit environment.

The portfelio credit default business is not expected to contribute to earnings in 2005 to the
same extent as in 2004, but this will be offset by increased earnings in premium business
as the full effects of improved pricing and stronger terms and conditions in recent years be-
come evident.

The business group expects further improvement in profitability for fee business, along with
a return to growth in the trading and advisory product lines.

The insurance-linked securities sector has started well in 2005 as new and repeat issuers
continue to utilise the capital markets to cede peak natural catastrophe risk. A major trend
is the extension of capital market sofutions to the life insurance markets. Issuance of life
securitisations exceeded natural catastrophe deals in 2004 and we expect this trend to be
repeated in 2005.
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The securitisation of life business continues to pley a prominent role
in Swiss Re's insurance-linked security (ILS) strategy. Investor
interest remalns strong, underscoring the potential of this markst.

Mr Ozlzrnir, whet are Swiss Re's aims in
the life securitisation merkel?
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“Our expertise in capital markets solutions including securitisation,
combined with sophisticated risk underwriting, provides
an integrated and cost efficient product offering to our clients.”

Jacques Aigrain, Deputy CEO and Head of the Financial Services Business Group
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Risk and capital management are key to Swiss Re’s business. Risk management
monitors the amount of capital required to support risk-taking activities.

Capital management monitors the level of capital available to support Swiss Re's
risk landscape. Swiss Re’'s main objectives for capital and risk management

are to ensure controlled risk taking, ongoing adequate capitalisation and to main-
tain sufficient financial flexibility to profit from attractive business opportunities.

Risk management

Controlled risk taking requires a strong risk
management organisation and compre-
hensive risk management processes to
identify, assess and control the Group's
risk exposures.

Risk management principles

At Swiss Re, risk management is based on

four guiding principles that are applied

throughout the Group:

o Controlled risk taking: financial strength
is important to Swiss Re’s business. The
Group’s overall risk limits are clearly de-
fined. Within these limits risk-taking ac-
tivities are directed towards businesses
that provide shareholders with attrac-
tive risk-adjusted returns.

o Clear accountability: Swiss Re operates
on the principle of delegated authority.
Business units are accountable for the
risks they take and their incentives are
aligned with Swiss Re's overall busi-
ness objectives.

o Independent risk management func-
tion: to avoid conflicts of interest, risk-
taking activities have independent over-
sight.

o Open risk culture: risk transparency and
responsiveness to change are integral to
Swiss Re’s risk control process which is
designed to effectively facilitate timely
risk mitigation. Swiss Re has institution-
alised processes to facilitate risk man-
agement knowledge sharing at all levels.
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Risk management organisation

The ultimate responsibility for the Swiss Re
Group's risk management principles and
policies lies with the Board of Directors,
which is also responsible for approving
Swiss Re’s overall risk tolerance. The Board
committees that deal with risk manage-
ment issues include the Finance and Risk
Committee, the Investments Committee
and the Audit Committee.

The Group Executive Board is responsible

for the operational implementation of the

risk management framework. The follow-
ing committees address risk management
matters at Executive Board level:

o The Executive Board Committee de-
cides on urgent business matters
between Executive Board meetings,
approves significant transactions
and establishes principles for dealing
with catastrophe and accumulation
risks.

o The Group Capital and Capacity Alloca-
tion Committee is responsible for allo-
cating capital and capacity. approving
strategic asset allocation and any
changes to internal risk and capital
methodology.

o The Group Products and Limits Com-
mittee determines the Group's product
policy and standards, grants reinsur-
ance and counterparty credit risk limits
and decides on large or non-standard
transactions.

Within the Executive Board Committee
the Chief Financial Officer (CFO} is re-
sponsible for the business planning proc-
ess and strategic asset allocation. Respon-
sibility for implementing the risk manage-
ment framework across the Group lies
with the Chief Risk Officer (CRQO). The
CRO leads the Group-wide risk manage-
ment function, which includes Group Risk
Management and the risk management
departments in each of the business
groups (see Figure 1).

Group Risk Management is the depart-
ment, within Risk & Knowledge Division,
responsible for creating transparency, at
Group level, of the risks assumed through
Swiss Re’s business origination and in-
vestment activities. It does not execute
business; it sets risk management guide-
lines and standards based on best prac-
tice. It also develops risk measurement
and risk aggregation techniques as well
as managing risk reporting, risk aggrega-
tion and risk steering at Group level.

Each business group has a dedicated
Chief Risk Officer. The business units im-
plement the relevant Group guidelines,
adhering to limits and procedures as well
as managing data in the reporting process.

In addition to the committees at Executive

Board level, the Group Risk Management
Committee is the platform through which
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the CRO coordinates risk management ac-
tivities Group-wide.

Group Internal Audit monitors the execu-
tion of risk management processes within
the Group.

Swiss Re’s risk landscape

At Swiss Re, risk management considera-
tions are an essential dimension of strate-
gic planning and an integral part of the
management discipline exercised by the
Executive Board and the Board of Direc-
tors. In addition 1o strategic risks, Swiss Re
distinguishes three types of risks: core
risks, operational risks and other risks (see
Figure 2).

Core risks are split into three broad cate-

gories:

o Insurance risk is the risk of incurring a
financial loss as a result of a property,
casualty, life or health insurance event.

o Financial market risk is the risk of assets
and/or liabilities being negatively im-
pacted by changes in financial market
risk factors, such as equity market pric-
es, interest rates, credit spreads, foreign
exchange rates or real estate prices.

o Credit risk is the risk of incurring a fi-
nancial loss due to adverse changes in
the creditworthiness of counterparties
of Swiss Re and/or third parties.

The risks classified under Operational risks
and Other risks are ancillary and arise as a
consequence of undertaking business.

Operational risk is the risk of incurring a
direct or indirect loss due to inadequate or
failed internal processes, people, systems,
external events or non-compliance with
regulation resulting in regulatory penalties
or a total or partial inability to operate
properly.

Other risks comprise:

o Funding and liquidity risk is the risk that
Swiss Re is unable to meet its short-
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Figure 1: Risk management - overview of Swiss Re’s key bodies and functions
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Figure 2: Categorisation of Swiss Re’s risk landscape
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term financial obligations or to raise
funds in the markets to finance its com-
mitments at a reasonable cost.

o Reputational risk is the risk that a par-
ticular event or behaviour will affect
Swiss Re and negatively impact stake-
holders’ perception of the Group,
thus impairing its ability to operate ef-
fectively.

Funding and liquidity risk may result from
larger than expected cash outflows or
smaller than expected cash inflows and a
restricted ability to raise short-term funds.
In addition, sudden liquidity requirements
may arise if covenants are triggered under
specific adverse circumstances, requiring
the coliateralisation of debt obligations
and third party guarantees with assets of a
specified guality.

Maintaining an impeccable reputation is
key to Swiss Re. Reputational risk is miti-
gated by adhering to clear values support-
ed by the Group Code of Conduct; by
processes that facilitate early identification
of risks and problem areas; by clearly stat-
ed performance expectations and risk tol-
erance; and by fostering an open informa-
tion culture.

Integrated risk modelling

Swiss Re has developed its own internal
integrated risk model, which is used to de-
termine the amount of capital required to
support the risks on Swiss Re's books and
to allocate overall risk-taking capacity to
specific lines of business. The model is
continuously reviewed and relevant new
techniques and insights are included to re-
flect prevailing best practice.
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Swiss Re’'s model is based on two impor-
tant principles. Firstly, an asset liability
management {ALM) approach to assess
risk, measuring its net impact on the eco-
nomic value of both assets and liabilities,
is used. Secondly, the impact of risk is
measured on an integrated basis, taking
into account the fact that a single risk
factor can impact different sub-portfolios
and different risk factors can exhibit
dependencies.

Based on these principles, it is possible to
obtain the probability distribution for the
Group's annual economic profit and loss,
specifying the likelihood that profit or loss
will fall within any given range. From this
distribution a base capital requirement is
derived that captures the potential for se-
vere, but rare, aggregate losses over a
one-year time horizon. The base capital re-
quirement is then compared with availa-
ble capital to determine the adequacy of
Swiss Re’s capitalisation (see Capital
management, page 52).

Various statistical measures can be used
to summarise the risk distribution and de-
fine the base capital requirement. One
widely used measure is the 99% Value at
Risk {VaR}: a maximum loss that will be
exceeded in only one year out of a hun-
dred. In addition to the overall Group 99%
VaR, Table 1 gives the standalone 99%
VaR for property and casualty. life and
health, financial market, credit, and fund-
ing and liquidity risks. This clearly shows
the diversification effect: the base capital
requirement for the entire portfolio is
smaller than the sum of the base capital
requirements for the individual sub-portfo-
lios.

Swiss Re’s overall risk exposure remained
stable between mid 2003 and mid 2004.
Exposure to market risk increased by 36%,
primarily because of increased equity ex-
posure from expired hedge positions that
were not renewed, as well as increased
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corporate bond investment. Swiss Re’s ex-
posure to life and health, credit, and fund-
ing and liquidity risk decreased between
mid 2003 and mid 2004. The decrease in
life and health risk was primarily due to
the impact of the fall in the US dollar on
the large portfolio of US dollar-denominat-
ed life business, together with the Vita
transaction, which was Swiss Re's first
mortality index-linked security issued in
the second half of 2003. Credit risk de-
clined mainly because of the improved
outlook for credit markets, particularly the
reduction in estimated default rates. The
funding and liquidity risk reflects risks with
respect to Swiss Re's use of letter of credit
(LoC) facilities. This risk arises from collat-
eralisation obligations linked to Swiss Re's
net asset value falling below a predefined
threshold. This risk has decreased as
Swiss Re's financial strength has im-
proved. More generally, in 2004 Swiss Re
was able to lock in significant multi-year
LoC capacity at attractive terms thereby
extending the duration of its LoC capacity
substantially.

In addition to the 99% VaR, Swiss Re
considers other statistical measures. One
such measure is the so-called 99% ex-
pected shortfall. While 99% VaR measures
the maximum loss that will be exceeded
in only one year out of one hundred, 99%
expected shortfall measures the average
of losses that occur with a frequency of
less than once in one hundred years. The
99% expected shortfall is a more con-
servative risk measure. Based on mid
2004 exposure data, the Group’s 39% ex-
pected shortfall amounted to CHF 15.5
billion.

Stress scenario analyses complement the
integrated risk model by providing infor-
mation on the economic implications for
Swiss Re if certain adverse situations
arise. Some of these analyses appear in
the following sections. For insurance, the
impact of rare insurance events is shown.

For financial markets and credit, the re-
sults of fairly well established scenarios
that are more likely to occur have been
chosen to facilitate comparison with other
companies.

Risk management per core

risk category

Risk appetite and risk tolerance at Group
level are defined by a set of limits and the
annual Group plan that is approved by the
Executive Board and the Board of Direc-
tors. The allocation of capacity to lower
levels is carried out by the relevant Group
or business group bodies.

Insurance risk management

Property and casualty risk arises from the
underwriting activities of the Property &
Casuazlty and Financial Services business
groups. The main exposures stem from
the property, casualty, marine and aviation
lines. Limits to prevent excessive exposure
to any individual risk factor or to the same
underlying risk (eg California earthquake,
product liability for a specific company,
etc) are monitored Group-wide and sup-
ported, where necessary, by a Group-wide
clearing system. In addition, each under-
writer is set limits per treaty programme
and single risk. For exceptions there are
well defined escalation procedures at vari-
ous levels up to the Group Product and
Limits Committee.

These procedures and limits define the
underwriting process and are laid down in
the Group Non-Life Reinsurance Under-
writing Guidelines which are approved by
the Group Product and Limits Committee.
Further instructions at business group and
divisional level complement the guidance
for all risk takers.

The Chief Underwriting Office within the
Property & Casualty Business Group is
responsible for Group-wide reporting of
property and casualty risks. The various
underwriting systems across the Group
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permit timely reporting on risks assumed
and regular monitoring of capacity us-
age. The Chief Underwriting Office, with
its product management units, plays a
major role in actively managing property
and casualty risks by proposing the an-
nual renewal strategy and closely monitor-
ing renewal business. Where appropriate,
Swiss Re also uses insurance-linked se-
curities, retrocession and risk swaps as a
means of balancing its portfolio.

Table 2 reports the expected discounted
claims for each natural catastrophe loss
event on a pre-tax basis, after allowing for
retrocessions, risk swaps and securiti-
sations. The figures take into account the
fact that an event can trigger claims in
various lines of business.

Life and health risk is assumed through
underwriting activities focusing on mor-
tality covers and acquired life run-off busi-
ness (Admin ReSM business). Local busi-
ness units can accept business within
agreed limit structures which would in-
clude per life retention limits for individual
business, maximum market exposures
for life and health catastrophe business
and occupational scheme aggregation
limits, designed to limit exposure in single
locations. Any business that falls outside
the specified limits must be approved by
the business group. It is assisted in this
task by Life Risk Management, which in-
dependently reviews and assesses large
and non-standard transactions and new
product referrals.

The main procedures and limits are laid
out by Life Risk Management in the Group
Life &Health Reinsurance Guidelines that
also include Pricing Framework Guidelines
and Product Best Practice Guidance Notes.
These give detailed guidance on pricing
methodology and minimum return targets;
they also provide critical success factors
for product design carried out at business
unit level.
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Table 1: Base capital requirement using one year 99% VaR

CHF billions Mid 2003 Mid 2004 % change
Property and casualty 54 5.5 2
Life and health B LT I A
Financial market 36 49 .. .38
C.re‘dit ..... ) . . 17 2
Fqndingwaﬁd']iquidity . 11 I 07 e ;36
Simple sum 141 145 o,
Divérsiﬁcation effect 38 - 4...3

Swiss Re Group 10.3 10.2 -1
Table 2: Natural catastrophe stress tests

Estimated economic impact of loss events in CHF billions as of 31 December 2004

European windstorm (200 year return period) .89
Atlantic hurricane (200 year return period) -20
sopanese carrauace (200 yearrsumperce) e
Califo”rnia earthquake (200 year rétum period) -23

Reporting is done on a regular basis at all
levels, including effectiveness of the con-
trol environment as well as key risk and
performance indicators. The Risk Manage-
ment Committee and the Chief Risk Officer
of the Life &Health Business Group are
responsible for risk steering and ensuring
that an adequate and effective system of
internal controls is maintained and that key
risks in the business group are managed
and controlled to an acceptable level. The
Vita index-linked security transaction, for
example, was arranged to provide protec-
tion against extreme mortality events.

The estimated pre-tax claims in the life
and health scenario (Table 3) are based
on the average sum insured. Itis assumed
that excess mortality is evenly spread
across the population, which does not
allow for the typically lower mortality ex-
perienced among the insured poputation.

Financial market risk management
Financial market risk arises primarily from
Swiss Re's Proprietary Asset Management
unit (PAM), the interest rate sensitivity

of the present value of liabilities and the
capital markets trading activities of

the Capital Management and Advisory
business sector (CMA). The overall risk
limits framework is defined by the Group
Capital & Capacity Allocation Committee
(GCAC) which sets, generally on an
annual basis, the strategic asset allocation
benchmark for the PAM portfolio. The
framewark includes a combination of VaR,
shortfall, stress testing and exposure
limits for specific asset classes. The frame-
work may include some reserve capacity
delegated to the CFO and CRO that can
be used in exceptional circumstances
without the prior approval of, but requiring
subseqguent notification to, the GCAC.
CMA and PAM then translate this limits
framework for their own activities, gener-
ally incorporating a much more granular
set of risk limits to their business. For
instance CMA uses a 10 day 99% VaR to
limit and monitor its financial market

risk on a daily basis (see page b1 for more
details). Minimum standards for the
management of financial market risk are
specified in the Market Risk Guidelines.
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These are supplemented by Derivative
Guidelines, Investment Guidelines and
business specific guidelines.

Financial market risk is identified using

a risk inventory of the various risk factors
that each business unit is exposed to.
Each business group is responsible for
measuring the financial market risk arising
from their own activities; the results are
captured in the Market Risk Aggregation &
Reporting System (MARS), which is also
used for risk modelling and risk reporting
at Group level. The Asset Liability Man-
agement report summarises financial mar-
ket risks at Group level. Risk reporting

in PAM is done on a weekly basis, while a
combination of daily and weekly risk re-
porting is done in CMA. These reports are
the primary tools usedto track exposures
and monitor usage of limits,

Limits are monitored by the risk man-
agement function embedded within each
business unit. The limits are reported to
the head of the business unit who is also
ultimately responsible for risk steering.
The business unit heads seek to optimise
their respective portfolios within their
limits including the use of cash and deriv-
ative instruments.

All figures in Table 4 depict the pre-tax
impact of market scenarios on available
economic capital. The equity scenario
includes traded equities, private equities,
equity derivatives, Guaranteed Minimum
Death Benefit products and funding obli-
gations arising from equity holdings in
Swiss Re pension funds. The interest rate
scenario depicts the net economic impact
on assets and liabilities from a rise in in-
terest rates. Real estate exposure includes
investments in real estate and own-use
property.

Credit risk management

Credit risk exposure within the Group aris-
es directly from Swiss Re's investment ac-
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Table 3: Life insurance stress test

Estimated sconomic impact of loss event in CHF billions as of 31 December 2004

Mortality (300 000 excess deaths in the US) -1.8
Table 4: Market scenarios

Estimated economic impact of scenarios in CHF billions as of 31 December 2004

30% fal n global equity merkets e 728
100 bp increase in global yield curves e 0.3
15% fall in g\abé\ r‘eal estate markets -06
Table &: Credit scenarios

Estimated sconomic impact of scenarios in CHF billions as of 31 December 2004

Rating migration comparable to experience of 2001 —02
Default réte inbféase comparabfé 0 ékperience of ZOO.{ v - ”—YO.4
Deteri‘(ljbra“t.i’on of récovery leVeié cémparable to exbf:ev}‘i:én‘ce of 2001 bbbbbbbbb ” —O“2H
Combmed effe“c“{' b vl - . 40,8

tivities and from business sources, com-
prising the portfolio of assets or liabilities
underwritten directly by the various busi-
ness units. Swiss Re distinguishes be-
tween three kinds of exposure; the risk of
issuer default from instruments in which
Swiss Re invests or trades, eg corporate
bonds; counterparty exposure in a direct
contractual relationship, eg retrocession
or OTC derivatives; and portfolio exposure
from risk transferred to Swiss Re with no
direct contractual relationship, eg trade
credit and surety reinsurance business. All
contribute to an overall credit risk portfolio
governed by Group Credit Risk Guidelines
that are approved by the GCAC.

The guidelines include a framewaork of lim-
its determined by the nature of the under-
lying activity generating the exposure and
by a detailed assessment of the counter-
party’s financial strength, the prevailing
economic environment, industry position
and gualitative factors. This assessment
generates an internal counterparty specif-
ic rating in one of 20 categories. Swiss Re
constantly monitors counterparty credit

guality and exposures, compiling cases
that merit particularly close attention into
specific "watch lists”.

The reporting process is supported by the
Group Credit Risk Exposure Reporting,
Management and Information Tool (GER-
MIT) that contains all relevant information
including counterparty details, ratings,
credit risk exposures, credit limits and
watch lists. It is accessible by all key credit
practitioners in the Group, thus providing
essential transparency to allow for the
successful implementation of active expo-
sure management strategies for specific
counterparties, industry sectors and geo-
graphic regions.

The figures in Table 5 report the estimated
pre-tax impact of credit scenarios on avail-
able economic capital. For instance the
default scenario shows estimated addi-
tional (unexpected) losses due to adverse
default rate changes. In genera! the mod-
elled scenarios are based on a credit envi-
ronment development similar to 2001,
which was the worst credit experience of
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the past ten years. This period also reflects
the changes in credit markets due to the
increased use of credit derivatives.

Operational risk

Exposure to operational risk is an inevita-
ble consequence of doing business. Oper-
ational risk management at Swiss Re fo-
cuses on early identification, prevention,
mitigation and timely reporting. The most
important management method is a sys-
tem of risk and control self assessments
which provides an overview of the risks
embedded in the organisation or originat-
ing from external sources together with
the related mitigation and control meas-
ures. In this respect Swiss Re's corporate
culture of integrity, personal responsibility,
openness and learning is an important
component of operational risk manage-
ment.

Operational risk is managed as close to its
source as possible: it is primarily the re-
sponsibility of line management, support-
ed by a network of risk management pro-
fessionals at each organisational level
from division to Group. This management
network is coordinated by Group Opera-
tional Risk Management, which is also re-
sponsible for defining guidelines and set-
ting standards.

Other operational risk management func-
tions include: compliance, ie monitoring
adherence to relevant legislation and reg-
ulations as well as the Group Code of Con-
duct; the IT security function, protecting
Swiss Re’s critical IT systems and applica-
tions; and business continuity manage-
ment and security, ensuring optimal oper-
ational reliability.

Swiss Re is in the process of broadening
and deepening the scope of its opera-
tional risk reporting. This will reinforce
process alignment and common data
structures across the Group. The aim is to
introduce a Group-wide management in-
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Capital Management and Advisory:
Back-testing of trading Value at Risk

Capital Management and Advisory (CMA) is exposed to market risk through trad-
ing in financial products where the underlying risk factors may include equity
risk, interest rate risk (including spread risk), currency risk and commodity price
risk. In this area Value at Risk (VaR) is one of the primary tools used for setting
trading limits and steering the overall portfolio. Overall limits are delegated
down to each trading desk, depending on the market outlook and availabie op-
portunities. These limits are monitored daily by Market Risk Management to en-
sure that risk taking remains within the defined range of risk appetite.

The CMA business sector monitors its VaR at a 39th percentile level using a 10
day time horizon. This means that, assuming a static portfolio over 10 days,
there is a 1% chance that losses wilt exceed VaR.

Daily market risk related revenue back-testing through 31 December 2004
10 USD millions

il i

i R el

Jan 04 Feb 04 Mar04 Apr04 May04 Jun(04 Jul04 Aug04 Sep04 Cct04 Nov04 Dec(04

A

p One day 99% VaR — Daily profit and loss range

The chart above compares market risk related revenues to the one day VaR {cal-
culated by scaling back the 10 day VaR). It shows that there were no back test-
ing exceptions in 2004.

Daily market risk related revenue as of 31 December 2004
80  Number of trading days

60

40

20

. o TTe -

<(4)  (4)<>(3) (B)<>(2) {2)<>(1) (1})<>0 O<>1 1<>2 2<>3  3<>4 >4
Daily profit and loss range USD millions

The chart above shows the number of days on which market risk related reve-
nues fell within particular ranges. Daily revenue was positive on 59% of the
trading days during the year. The average daily revenue was USD 0.3 million and
the largest daily loss was USD 3.9 million.
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formation system that allows reporting
along the same governance structure as
with the core risk categories.

Capital management

Capital management, like risk manage-

ment, is one of Swiss Re’s key tasks and

is based on the following guiding princi-
ples:

o ensure that the Group is adequately
capitalised at all times and able to
maintain financial strength after a large
loss event;

o meet the capital requirements of
Swiss Re's legal entities;

o actively manage the capital adequacy
of the Group and its legal entities, tak-
ing into account intérnal economic and
accounting views and rating agency
and regulatory solvency models.

Capital Management seeks to maintain an
optimal capital structure, giving Swiss Re

financial flexibility at optimal funding costs.

Swiss Re operates according to a “one
Group, one capital base” principle when
allocating funds.

Internal capital adequacy
Swiss Re determines the amount of capi-
tal it has available for buffering against

adverse claims experience as follows: first,

it adjusts published shareholders’ equity
for unrealised gains and losses on the in-
vestment portfolio and for economic val-
ues on liabilities, as far as neither of these
are recognised in the published balance
sheet. It then deducts goodwill, and adds
capital items that meet the underlying
principles of loss absorbency and perma-
nence, such as hybrid capital and equali-
sation reserves. The tax impact on the val-
uation adjustments is shown separately.
These figures are shown in Table 6.

Dividing the available capital of CHF 28.4
billion by the base capital requirement

of CHF 10.2 billion based on 89% VaR -
see Risk management, Table 1 — gives
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Table 6: Calculation of available capital

CHF billions Mid 2004
Shareholders’ equity e 194
Mark»tg-market adjustments on investments’ o » 05
~ Non-life and life and health valuation adjustments? v - 90
Equalisation reserves 1.4
Hybrid capital® 34
_ Goodwill -28
Tax*and other -25
Available capital 284

Includes fixed income securities (excluding fixed income securities backing life and health reserves),

investments in real estate, and own-use property

"

and other

w

Includes discounting of non-life reserves, life and health's value not recognised in the balance sheet,

Excludes EUR 672 million mandatory convertible security issued in July 2004 which received

full equity credit from Moody's and Standard & Poar's

IS

Tax impact on the above adjustments

a capital adequacy ratio (CAR) of 278%
at 30 June 2004, compared to 260% at
30 June in the previous year. This CAR
improvement is mainly due to an increase
in shareholders’ equity of CHF 1.5 billion.
The amount of underlying capital required
remained stable.

Available and required capital
as of mid 2004

30  CHF billions

284

20

Available capital Required capital at 99% VaR

This superior capital position ensures
that Swiss Re’s financial strength remains
very strong even after an extremely ad-
verse year.

Swiss Re's funded business strategy
Swiss Re continues to expand its funded
business strategy, diversifying its business
while offering value-added solutions for
clients. Funded business creates assets

and liabilities — usually capital market in-
struments — that generate additional reve-
nue. In funded transactions, foreign ex-
change and interest rate risks are typically
offset. They do not significantly affect
Swiss Re's overall financial market profile.
These transactions appear on the balance
sheet as “Financial services assets” and
“Financial services liabilities” (see page
4-5 of the Financial Statements) and are
taken into account in Swiss Re's risk man-
agement process.

Swiss Re occasionally funds these trans-
actions through long-term debt. During
2004, Swiss Re's funded business contin-
ued to take advantage of favourable con-
ditions, raising a total of USD 926 million
maturing after 2005; all related interest
rate and currency risks are hedged.

Credit ratings

Standard & Poor's (S&P), Moody's and
A M. Best rate Swiss Re's financial
strength based on interactive relation-
ships.

Swiss Re’s very strong capitalisation, out-
standing business position, excellent
diversification and prudent capital and risk
management are reflected in superior
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insurance financial strength ratings which
are among the highest in the industry.

Swiss Re’s financial strength ratings’

S&P Moody's AM. Best
Rating AA Aa2 A+
Outlook negative stable stable

! as of 28 February 2005

Regulatory developments

The Swiss Federal Office of Private Insur-
ance (FOPI) acts as lead regulator for
Swiss Re at Group level and has issued

a decree on.Group supervision that be-
came effective as of 1 January 2005.
Similar decrees have been issued in the
past for other major Swiss insurance con-
glomerates. The decree is considered
equivalent to the EU Financial Conglomer-
ate Directive. Group supervision is supple-
mentary to the supervision of Swiss Re's
legal entities. These are subject to the reg-
ulations of the various countries in which
they operate.

Group Treasury activities in 2004
In June 2004 Swiss Re repaid its
USD 530 million Triple Exchangeable
Bond, issued in 1899.

Swiss Re's EUR 672 million mandatory
convertible security, launched in July
2004, was the first ever hybrid capital is-
sue from a European finangcial institution
to achieve 100% equity credit from
Moody's, S&P and A.M. Best. The trans-
action was very well received and heavily
oversubscribed. Underlying shares previ-
ously committed to Swiss Re’s convertible
bond, issued in 2001, have been reallocat-
ed for this transaction by purchasing call
options at favourable conditions. None of
the conditional capital increase approved
by the Annual General Meeting in May
2004 was used for this transaction. With
the launch of the mandatory convertible
security Swiss Re continued to improve its
financial strength by moving from senior
debt to hybrid capital.
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Swiss Re successfully renewed its USD b
bitlion European Medium Term Note
(EMTN) programme, an actively used
funding platform. At the end of December
2004 Swiss Re’s outstanding EMTN
issues amounted to an aggregate book
value of USD 2.1 billion.

In June 2004 Swiss Re arranged a syndi-

cated five-year USD 2 billion LoC facility,
which was strongly supported.

Outlook

In October 2004 the Group launched a
USD 3.5 billion syndicated six-year, dual
tranche LoC and credit line facility, replac-
ing the maturing October 2003 facility.
Due to heavy oversubscription, Swiss Re
decided to increase this line to USD 4 bil-
lion. Both facilities allow Swiss Re to profit
from favourable market conditions and

to reduce the roll-over risk of 364 day
credit facilities.

Besides the continuing monitoring and managing of Swiss Re’s risk landscape to achieve an
optimal risk return profile, the focus of risk management in 2005 will be on two areas:

the broadening of the operational risk management processes and working with regulators
on emerging regulatory requirements, such as the Solvency !l project on the European

level and the Swiss Solvency Test on the Swiss level.
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In Swiss Re's efforts to address sustainability challenges affecting its business,
climate change continues to be an important topic. In 2004 activities

centred on awareness building, know-how exchange, risk transfer solutions
and the Group’s own Greenhouse Neutral programme. Swiss Re's
sponsorship initiatives also focused on sustainability.

Swiss Re regards sustainability as an im-
portant contributor to its long-term busi-
ness success. Trends that endanger envi-
ronmental resources and social cohesion
pose risks for society and business. As the
final link in the risk chain, a reinsurer needs
to be aware of how these emerging risks
may ultimately end up on its balance sheet.
Consequently, Swiss Re is committed

to identifying such risks and developing
appropriate business responses by mini-
mising loss potential but also by seizing
opportunities to create new sustainability-
related products.

Sustainability has been integrated into
Swiss Re's business practices. It is one of
four core values laid down in the Group
Code of Conduct and is defined as a spe-
cific management responsibility in the

Frequency distribution

business groups and divisions. It has also
been the subject of extensive internal

and external dialogue. In recognition of
these efforts, the Dow Jones Sustainability
Indexes have confirmed Swiss Re as the
sustainability leader in the insurance sec-
tor. Further information on the Group's
sustainability and corporate citizenship in-
itiatives can be found on Swiss Re's web-
site at www.swissre.com.

Climate change

Swiss Re concluded at an early stage that
climate change was an important issue
with potentially serious long-term conse-
quences for society and business. This
assessment is being confirmed by a grow-
ing scientific consensus on key climate
developments and their likely impact.
Based on current trends and predictions,

Temperature

— Current frequency distribution of daily maximum temperatures

--- Expected frequency distribution of daily maximum temperatures

= Distribution extremes; represent the probability of extreme events

For more information, see sigma 1/2004
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there is a high likelihood of a rise in both
average temperatures and the number

of relatively hot days in nearly all land are-
as (see graph on frequency distribution).

Climate change is expected to have signif-
icant implications for reinsurance, for ex-
ample:

o property losses from weather events
and increased risk for certain business
lings, such as agriculture and energy,
leading to increased demand for insur-
ance;

o changing disease patterns, altering the
demand for life and health insurance
coverage;

o rising likelihood of legal action by share-
holders and others against the top
management of companies neglecting
climate change strategies. creating
new challenges for Directors’ & Officers’
insurance.

Swiss Re has been addressing the chal-
lenge of climate change in three ways:
by conducting an extensive risk dialogue
with concerned stakeholders; by devel-
oping innovative risk transfer solutions;
and by reducing its own greenhouse gas
emissions.

Risk dialogue

Through a focused exchange of informa-
tion and know-how with its stakeholders,
Swiss Re seeks to improve understanding
of climate change and raise awareness
of its associated risks.
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Milestones in 2004 included:

m Swiss Re was invited to become an
original member of the Climate Group,
a coalition of public and private sector
organisations at the forefront of tack-
ling climate change. The group was of-
ficially launched in April 2004 by
British Prime Minister Tony Blair, who
warned that the economic costs of
inaction would be greater than the
costs of action. The Climate Group's
chief goal is to promote concerted
action through sharing know-how and
best practice.

a Swiss Re also published “Tackling Cli-
mate Change”, an easy-to-understand
overview of climate-related facts and
trends, initiatives, implications for
the insurance industry and innovative
approaches.

Innovative solutions

At present, there is no reliable statistical
link between climate change and the
frequency of tropical cyclones or Europe-
an winter storms. Most of the observed
rise in storm-triggered losses in recent
years can be attributed to higher value
concentrations in exposed areas. There
are clearer signs, however, that the rise
in the frequency and severity of floods
and droughts may be related to climate
change. Moreover, scientists believe
climate change is likely to lead to an in-
crease in the frequency of all kinds of
extreme weather events.

While Swiss Re has continued to refine

its risk analysis of natural catastrophes for
traditional reinsurance. it is also pursuing
innovative approaches to climate change.
One such approach is securitising risk
through the issuance of catastrophe bonds.
So far, capital markets have been bearing
only a small fraction of such large-scale
risks and are thus ideally suited to comple-
ment traditional reinsurance solutions.

At the end of 2004, the total market value
of outstanding insurance-linked securi-
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The Great Warming

Swiss Re was the main sponsor of “The Great Warming”, a three-part television
documentary exploring the consequences of climate change and its possible
solutions. Filmed in eight different countries spanning four continents, it gives
a voice to concerned citizens as well as experts and scientists. The documen-
tary was first shown to an audience of 1.8 million viewers on Discovery Channel
Canada in April 2004 and attracted considerable attention in the Canadian
media. In 2005 it will be screened by the PBS Netwaork in the US, the ABC Asia
Pacific Network and by broadcasters in Sweden, Hong Kong and Japan.

ties (ILS) was USD 4.4 hillion. Swiss Re
has the clear leadership position in the
ILS sector: 40% of all bonds outstanding
were transformed and/or underwritten
by Swiss Re Capital Markets. 33% of all
bonds have been sponsored by Swiss Re
for own protection against natural catas-
trophe risks, as well as extreme mortality.

Weather risk products also offer the
prospect of protection against climate
effects. While traditional weather insur-
ance is indemnity-based and secures
against specific events, new derivative
products provide covers for unseasonable
weather patterns, such as mild winters

or drought. According to the Weather Risk
Management Association, between

April 2003 and March 2004 the notional
value of contracts transacted reached
USD 4.6 billion. Swiss Re estimates its
current market share to be about 20% and
was named “Weather Derivatives Dealer
of the Year” by Environmental Finance

magazine for the second consecutive year.

Swiss Re is also taking a strong interest
in the emerging greenhouse gas emis-
sions markets. The European Union (EU)
has launched its emissions trading
scheme in 2005. Swiss Re welcomes
the introduction of market-based mecha-
nisms for reducing emissions and is
developing products to facilitate them, in-
cluding one that will enable the European
pool to clear greenhouse gas emissions
trades.

Greenhouse Neutral programme

Swiss Re's own business generates rela-
tively little greenhouse gas. In addition,
extensive efforts have been made over the
last few years to improve the energy
efficiency of the Group's own office build-
ings. In Switzerland, for example, 17%

of Swiss Re's office space had been certi-
fied according to the stringent MINERGIE®
standard by the end of 2004, Neverthe-
less, as part of its commitment to abating
climate change, the Group launched a
programme in 2003 to become green-
house neutral within ten years. Physical
emissions will be reduced by 15% with
the remainder offset by investing in the
World Bank's Carbon Community Devel-
opment Fund. The table on page 56
shows the data from the programme’s
first year.

Progress on other initiatives

EU Directive on Environmental Liability
The EU Directive on Environmental Liabil-
ity — aimed both at preventing environ-
mental pollution and ensuring clean-up —
came into effect at the end of April 2004.
EU member states now have three years
to adopt this directive into their respective
national legal codes. No standardised
Insurance solutions currently exist, how-
ever, to cover liability for ecological
damage as defined in the EU directive.

Swiss Re drew attention to this problem

with its publication “Insurability of Ecologi-
cal Damage”, in which it set out a basis for
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CO; emissions per employee, Swiss Re Group

Change from

2003 2004 base year

kg/employee Share in%  kg/employee Share in % (2003) in %

POWET o 231 425 2053 378 -z
Heating 800 147 845 155 56
Business trave| 2322 428 2542 46.7 95
Total 5433 100.0 5440 100.0 0.1

Total CO, emissions for the Group increased by 5.3% in 2004 to 45 466 t, reflecting a rise in the number of
staff employed due to Admin ReSM acquisitions in both the US and the UK. Per employee, this amounted to
a small rise of D.1%. Several locations managed to cut power consumption, leading to an 11.2% reduction
in CO, emissions per employee. Emissions relating to business travel rose 9.5% mainly due to increased

business activity in Asia,

a possible insurance solution. Swiss Re
experts are participating in a number of
internal and external forums, including
the CEA (European Insurance Committee)
and the environmental working group of
the GDV (German Insurance Association),
to help develop suitable products.

Sensitive business cases

Swiss Re's Group Code of Conduct lays
out clear guidelines on sustainability and
business ethics. To help underwriters and
client managers implement these princi-
ples, a formal process for sensitive busi-
ness cases has been embedded in Group
Compliance. Underwriters and client man-
agers who encounter situations that may
raise important ethical questions can ask
for swift internal advice. Around a dozen
recommendations for such sensitive busi-
ness cases — a third of which were deemed
to be unsuitable ~ were issued at Group
level during 2004. The process is emerg-
ing as an efficient and flexible risk man-
agement tool within Swiss Re's corporate
governance framework.

Corporate sponsorship:

Sharing Solutions

Swiss Re also contributes to sustainability
issues through corporate sponsorship. The
Group’s Sharing Solutions sponsorship
programme brings issues that are relevant
both 1o its business and society in general
into sharper focus, allowing Swiss Re to

56

use its existing expertise and skills to cre-
ate tangible social value and raise public
awareness.

In addition to the television documentary
series “The Great Warming” (see text on
page 55), Swiss Re conferred the Re-
Source Award for the second successive
year. This award acknowledges innovative
projects in sustainable watershed man-
agement. First prize went to an initiative in
the A'Vuong region of Vietnam, launched
by WWF Indochina and the Quang Nam
Forest Protection Department. The project
was rewarded for its pioneering allocaticn
of land and resource rights to indigencus
people.

Swiss Re's corporate citizenship pro-
gramme also supports the communities
in which the Group operates and locally
based projects for its employees. The Dol-
lars-4-Doers initiative, for example, pro-
vides financial support to organisations or
projects in which employees play an
active role.

Swiss Re is committed to supporting the
victims of the tsunami in Asia, and many
employees have donated funds and are
contributing to the aid effort in their free
time. Several ideas and initiatives de-
signed to ensure long-term relief have also
been discussed and will be developed
more fully over the coming months.

Event-based medelling

State-ot-the-art modelling of
natural perils is dene by using &
so-called event-set approach.
Historical events form the basis
of such & model, but the event
catelogus Is expanded end
enriched with aedeiiional “arfi-
clel” events. This creetes & fer
mere steble and realistic event
set thet Includes 8 vest amay

of possible events which could™ -
heppen (In any given year with
8 cerlain probability). - :

In addition, the correlation be-
tween different locaticns be-
comes vary olovious, which is the
mejer ecdvantage of the event-s8!
approach. Knowing this cormelg- -
fien nat enly enables a more
aeocurate assessment of expecied
claims In case of & spread port
folie, it is else a preregulsite for
sophisticated rsk manegement.
Event claims can be added up
geross all ecceplances o one -
iotal event claim for accumula-
ilon contrel purpeses. Addition-
ally, a teller made end risk ads-
quate leading (capitel cost
charge) can be charged t© sach
iransaction, as sach accept-
ance's contribution o @ach over-
all event claim (s quantified.

As & further step. the natural
perils portielie can then be opil-
mised by seleciively writing

those risks that provide the best
reletive diversification to the
overall portiolion -+ i

Swise Fe Anaws] Feper 2004




Event-based modslling using & comprehensive storm sat is Swiss Re's

answer to the challenge of optimising capital allocation

and portfolio diversification in the fisld of natural catestrophes.

Mr Castaldi, would you give us a briel
descripiion of what Swiss Re's event-
bassd mocksiling involves?

The conespt of cvant-besed medeling
has been areund or & lbng Bme,

bt e meckls previcusly avelable en
the mearlat wers e Hnfad b ssepe
andloftenfoniviconeentratedlonfanlinedid
vicel eeunmy Swiss fe wiiies busk
ness fn meny ares ef the werld 86 we
needed © cdevelep 8 meds] Get
\wastableltolineasurelouitotalfexpesure]
asfaccuratetylasipessibleNOudapd
preaeh vees & catalogue of simulaisd
hazardsithamimicipotentiallnatid
alioccuriingleventsSsuchiasfeartis
quels, epicel eyelone, Wintzr sierm
(extraltiopicallcyetonesifandkitoods

o precuce esiimatss ef petandal b
sured leeses. This ghives vs the reak
e edvertage of vreersanding hew
eachlctrentiodpotentiallacceptancel
WwilllaffecgSwissiRefsInaturallcatastios
phe ceims estinaiss and capial

Whet are your expeciaiions from this ap-
proach? How will it add valus to
Swies Re's business?

Cur everbesed medeling eppreach
s mere cefined then i the past, s@
idwitllvelpliskiofestiniatelmorelace i
realy how eaeh ek eould fmpast
Swiss Re's everall portole, and © a=
leet and price busihess accemingly:

§ erppaet Whek the galned efficieney will
anable us ® Witie mere business
within ewr adsdfing celasiteshe rak
(s, The tact det we heve s irfer
medien else allews us W Impreve eur

Swiss Rz Aanve) Repert 2004

“Our aprpreach is specialk we have ene comprehensive
set for the entire Adante Basin. This enebles
us t© meintain an accurats pleture of our catestrephe sk

GPESURe evar muldizle and couniies.”
Andrew R. Castalal, Chisf Uncerwriiing Offics,
Swiss Re & Casuelty, Armenk

cepial allocaiion becauss wWe can
make mere Grgeied and speeiie desk
slons censerming eur ek porielie:

How mueh influence doss event-based
medelling actually heve on vour under-
writing?
Brentbased medeling wil e the mein
factodoniwhichfoligundenwiiting|
cesisions oy natrel catesrophe acew:
muleden and eapial elleeefon are
besed because it is the enly tael et
werks n cerfunedien with e rest

off e Swiss Re Grevp. Heving sald
e, we willl contdinue  use eier
echnolegiestandletossaieterenceyolin
own fincings with ese of ether

Do you think this mede) will chengs the
way the natural cetestrophe marlet
opsrates?

It Al definbsly bring abowt consider
glle imprevements in @rme of the
acctiraevlodiisifassessmentsfandicons
sisteney peress enalysis, pricing.
tindegwritinglandiusidmanagementy
These (acters combines willl strenglier
en eur epereting basls by subskr-
ey recveing uRserainty and promets
inglthelinsurabilitylofusksQUltinatelys
e mece] will eralie vs t preve
businees sieering and eptinise eur ine
SUrEnEe capacity for disaster fdeks.




governance

Corporate governance is the name applied to the framework comprising

a company’s organisation, structure, management and assurance functions.
A company’s governance should be transparent to its shareholders and
other stakeholders. Swiss Re fully endorses the values of state-of-the-art
governance and comprehensive transparency.

1.1 Group structure

58

Awareness of corporate governance has grown rapidly worldwide in recent years due to
increased legislative and regulatory activities, as well as evolving best practice recom-
mendations. As an industry leader, Swiss Re is committed to adopting the highest gov-
ernance standards and adjusting them as required. In addition, Swiss Re complies with
the local rules and regulations of all the countries in which it does business.

As a publicly listed Swiss company, Swiss Re is subject to the Directive on Information
relating to Corporate Governance and its Annex and Commentary, issued by SWX Swiss
Exchange (also referred to as the “SWX Directive”). As the SWX Directive has not
changed since its inception, the information provided in this section of the Annual Report
looks similar to last year, adhering strictly to the structure of the SWX Directive.

Group structure and shareholders, page b8

Capital structure, page 59

Board of Directors, page 62

Executive Board, page 74

Compensation, shareholdings and loans, page 80
Shareholders’ participation rights, page 84
Changes of control and defence measures, page 84
Auditors, page 85

information policy, page 86

© 00N WwN =

1 Group structure and shareholders
Operational Group structure
Please refer to page 7.

Listed Group companies

Swiss Reinsurance Company, the Group's parent company, is a joint stock company,
listed on SWX Swiss Exchange, domiciled at Mythenquai 50/60 in 8022 Zurich, and or-
ganised in accordance with the laws of Switzerland. Please see page 90-91 ("Swiss Re
shares”) for details on share information. For the other listed Group companies please
refer to the Financial Statements, note 16 on “Subsidiaries, equity investees and variable
interest entities”, page 50-5b.

Swiss Re Annual Report 2004




1.2 Significant shareholders

1.3 Cross-shareholdings

2.1 Capital

2.2 Authorised and conditional capital
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Non-listed Group companies
Please refer to the Financial Statements, note 16 on “Subsidiaries, equity investees and
variable interest entities”, page 50-565.

As of 31 December 2004, there was one shareholder with a participation exceeding the
5% threshold of Swiss Re’s share capital. Franklin Resources, Inc., Ft. Lauderdale, Florida,
known as Franklin Templeton Investments, announced that on 5 July 2004 it held, as
investment manager for mutual funds and clients and through 2 number of its group
companies, an aggregate voting right of 5.06% which may be exercised autonomously
of the beneficial owners. As these shares have mostly not been registered under Franklin
Resources or any of its group companies, Swiss Re is unable to track, on its own,
changes in Franklin Resources” aggregate holdings.

The Capital Group Companies, Inc., domiciled in Los Angeles, informed SWX Swiss
Exchange that its holdings fell below the threshold of 5% of Swiss Re's voting rights on
30 November 2004.

There are no cross-shareholdings to report as Swiss Re does not hold 5% or more of
the shares or voting rights of any company which, in turn, also owns 5% or more of
Swiss Re's shares or voting rights.

2 Capital structure

In accordance with the SWX Directive, the following information about Swiss Re's capi-
tal structure is provided for the listed parent company, Swiss Reinsurance Company,
Zurich.

Please refer to the “Statement of shareholders’ equity” of Swiss Reinsurance Company,
Zurich on page 66 of the Financial Statements.

At the Annual General Meeting in 2001, the creation of conditional capital was approved
as follows: a maximum nominal amount of CHF 300 000 for conversion rights and
warrants granted in connection with convertible bonds or similar financial instruments
issued by the Group.

No additional conditional capital and no authorised capital was created or approved in
2002 and 2003.

The Annual General Meeting 2004 approved an increase of conditional capital from
CHF 900000 to CHF 2000000, representing a maximum of 20 million registered
shares, payable in full, each with a nominal value of CHF 0.10, for the exercise of conver-
sion rights and warrants granted in connection with bonds or similar instruments issued
by the Group.

As of 31 December 2004, Swiss Re's total conditional capital outstanding amounted to

CHF 2662 221.60 consisting of 26 6822 216 registered shares. Of these 26622 216
shares, 20000000 shares were reserved for the exercise of conversion rights and war-
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2.3 Changes in capital

2.4 Shares
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rants granted in connection with bonds or similar instruments and 6 622 216 shares for
employee participation purposes. As of 31 December 2004, Swiss Reinsurance Com-
pany had no autherised share capital in place.

With regard to the conditional capital created for bonds or similar financial instruments
with a conversion right, shareholders’ pre-emptive rights may be restricted or excluded
by decision of the Board of Directors, in order 1o finance or refinance the acquisition of
companies, parts of companies, holdings, or new investments planned by the Group, or
to issue convertible bonds and warrants on the international capital markets. If pre-emp-
tive rights are excluded, then (1) the bonds are to be placed at market conditions, (2)

the exercise period is not to exceed ten years from the date of issue for options and twen-
ty years for conversion rights, and (3) the conversion or the exercise price for the new
shares is to be set at least in line with the market conditions prevailing at the date on
which the bonds are issued.

With regard to the conditional capital for employee participation purposes, sharehol-
ders’ subscription rights are excluded. Such shares may be issued at a price below the
current market price. The Board of Directors shall specify the precise conditions of issue.
Swiss Re issued shares reserved for corporate purposes (“Vorratsaktien”) prior to the
revision of Swiss corporate law in 1992. These shares were paid in only at a nominal
value of CHF 0.10 for a total amount of CHF 794 228 and are not entitled to dividend.

In 2002 Swiss Reinsurance Company’s share capital remained at CHF 32 million. Total
reserves increased by CHF 163 million to CHF 10.1 billion. The lower profit for the finan-
cial year of CHF 108 million (compared to CHF 930 million in 2001) led to a reduction
in disposable profit from CHF 843 million to CHF 122 million. Total shareholders” equity
before allocation of profit decreased from CHF 10.9 billion to CHF 10.3 billion. At

the Annual General Meeting shareholders approved a reduced dividend payment of
CHF 310 million, compared to CHF 776 million in the previous year.

In 2003 the company's share capital remained at CHF 32 million. Total reserves de-
creased by CHF 195 million to CHF 9.9 billion. The higher profit for the financial year
of CHF 1.2 billion {compared to CHF 106 million in 2002) led to an increase of dispos-
able profit from CHF 122 million to CHF 1.2 billion. Total shareholders’ equity before
allocation of profit increased from CHF 10.3 billion to CHF 11.2 billion. At the Annual
General Meeting shareholders approved a dividend payment of CHF 341 million,
compared to CHF 310 million in the previous year.

In 2004 the company’s share capital remained at CHF 32 million. Total reserves in-
creased by CHF 785 million to CHF 10.7 billion. The higher profit for the financial year of
CHF 1.4 billion {compared to CHF 1.2 billion in 2003) led to an increase of disposable
profit from CHF 1.2 billion to CHF 1.5 billion. Total shareholders’ equity before allocation
of profit increased from CHF 11.2 billion to CHF 12.2 billion. At the Annual General Meet-
ing, shareholders will vote on a dividend payment of CHF 497 million, compared to

CHF 341 million in the previous year.

As of 31 December 2004, Swiss Reinsurance Company’s share capital, including shares

reserved for corporate purposes, amounted to CHF 32 206 617.40. It is fully paid-in and
divided into 322 066 174 registered shares (each with a nominal value of CHF 0.10), of
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2.5 Profit-sharing certificates

2.6 Limitations on transferability
and nominee registrations

2.7 Convertible bonds and options
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which 310387 372 are entitled to dividend. Other than the shares reserved for corporate
purposes, which have no voting power and are not entitled to dividend, there are no
additional types of shares with a higher or a limited voting power, privileged dividend
entitlement or any other preferential rights; nor are there any other securities represent-
ing a part of the company’s share capital. Swiss Re's capital structure ensures equal
treatment of all shareholders in accordance with the principle “one share, one vote™

Profit-sharing certificates in the sense of the SWX Directive are particular types of non-
voting securities that substitute or complement shares. These do not exist at Swiss Re.

Free transferability

Swiss Reinsurance Company’s shares are freely transferable, without any limitations, pro-
vided that the buyers declare they are the beneficial owners of the shares and comply
with the disclosure requirements of the Federal Act on Stock Exchanges and Securities
Trading ("Stock Exchange Act”) of 24 March 1995.

Admissibility of nominee registrations

Trustees or nominees who act as fiduciaries of shareholders are entered without further
inquiry in Swiss Reinsurance Company’s share register as shareholders with voting rights
up to a maximum of 2% of the outstanding share capital available at the time. Additional
shares held by such nominees, which exceed the limit of 2% of the outstanding share
capital, are entered in the share register with voting rights only if such nominees disclose
the names, addresses and shareholdings of the beneficial owners of the holdings
amounting to or exceeding 0.5% of the outstanding share capital. In addition, such nomi-
nees must comply with the disclosure requirements of the Stock Exchange Act.

Procedure and conditions for cancelling statutory privileges and limitations on
transferability
The point is not applicable as no statutory privileges or limitations on transferability exist.

Convertible bonds
As stated in note 6 on "Debt” on page 26—-30 of the Financial Statements, the following
convertible bonds are outstanding:

Maturity Instrument Issued in Currency Nominal {m)  Exchange terms
2021 ...Convertible Bond L2000 usb o ATe0 )
2007 Mandatory Convertible Bond 2004 EUR 672 i)

(i) Holders may convert the bonds, due 2027 and issued in denominations of USD 10000
principal amount and integral multiples thereof, into registered shares of Swiss Reinsur-
ance Company (nominal value CHF 0.10 per share) at any time on and after 22 Novem-
ber 2001, and prior to the close of business on 21 November 2011, at a conversion

price of CHF 207.19 per share and a fixed exchange rate of USD 1 =CHF 1.6641. The ex-
ercise of this convertible bond will not affect Swiss Re’s conditional capital as Swiss Re-
insurance Company purchased a call option to hedge the underlying shares. if bondhold-
ers exercise this convertible bond Swiss Re will exercise the hedge option purchased to
obtain the necessary shares without accessing Swiss Re’s conditional capital.
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3.1 Members of the Board of Directors

Peter Forstmoser
Chairman, non-executive and
independent
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(ii) The Mandatory Convertible Bond (MCS) may, at the option of each holder, be con-
verted into registered shares of Swiss Reinsurance Company at any time from 2 Septem-
ber 2004 until 4.00 pm CET on the business day (as defined in the prospectus) before
the 20th trading day (as defined in the prospectus) prior to the maturity date. Holders ex-
ercising such early conversion right will be entitled initially to receive 15.796 shares,
subject to adjustment as described in the prospectus, for each MCS.

Unless previously converted, each MCS will be mandatorily converted on the maturity
date into such number of registered shares of Swiss Re as is equal to the maturity con-
version ratio. The maturity conversion ratio equals the arithmetic average of the 15 con-
version ratios {(calculated to five decimal places) calculated on the basis of the CHF
closing prices of the shares on the virt-x {“closing price”) on each of the 15 consecutive
trading days ending on the third trading day prior to the maturity date. For the purposes
of calculating such arithmetic average, the conversion ratio for a given trading day is
determined as follows: (i) if the closing price is less than or equal to the minimum conver-
sion price of CHF 80.4140, the conversion ratio shall be equal to the maximum conver-
sion ratio of initially 18.956 shares per MCS; (i) if the closing price is greater than or
equal to the maximum conversion price, of CHF 96.4968, the conversion ratio shall be
equal to the minimum conversion ratio of initially 15.796 shares per MCS; and {iii} if the
closing price is greater than the minimum conversion price, but less than the maximum
conversion price, the conversion ratio shall be equal to EUR 1 000 multiplied by the fixed
exchange rate (EUR 1 = CHF 1.5243) and divided by the closing price. Based on the
closing price Swiss Re will be required to deliver between 10.6 million and 12.7 million
shares created from conditional capital.

Options

For details on stock options granted to Swiss Re employees and other derivatives indexed
to Swiss Re shares, please refer to note 12 on “Stock compensation plans” on page 37-38
and note 9 on “Shareholders’ equity” on page 31-32 of the Financial Statements.

3 Board of Directors

Status as at 31 December 2004

With the exception of Mr Walter B. Kielholz, no member of the Board of Directors has
ever held a management positicn in the Group. No director has any significant business
connections with Swiss Re or any of its Group companies.

Mr Forstmaser, a Swiss citizen born in 1943, received a doctorate in law from the Uni-
versity of Zurich in 1970, became an attorney-at-law in 1971 and received a master’s
degree in law from Harvard Law School in 1972,

Mr Forstmoser was elected to the Board in 1980. His mandate was renewed in 1994,
1998 and 2002, each time for a further four years. The Board of Directors elected him
Chairman on 30 June 2000. Mr Forstmoser has been a law professor at the University of
Zurich since 1974 and a partner of Niederer Kraft & Frey, Attorneys, in Zurich, since
1975. He is also chairman of the board of directors of Hesta AG and Hesta Tex AG. Zug.
and a member of the boards of Mikron Holding AG, Biel, and Bank Hofmann AG, Zurich.
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Walter B. Kielholz
Executive Vice Chairman

Thomas W. Bechtler
Non-executive and independent director

Raymund Breu
Non-executive and independent director
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Mr Kielholz, a Swiss citizen born in 1951, studied business administration at the Univer-
sity of St. Gallen, Switzerland, and graduated in 1976 with a degree in business finance
and accounting.

Mr Kielholz's career began at the General Reinsurance Corporation, Zurich. After work-
ing in the United States, the United Kingdom and italy. he assumed responsibility for the
company's European marketing activities. In 1986 he moved to Credit Suisse, Zurich,
where he was responsible for client relations with large insurance groups in the multina-
tional services department.

At the beginning of 1989, Mr Kielholz joined Swiss Re, Zurich. He became a Member

of the Executive Board in January 1993 and was Swiss Re’s Chief Executive Officer from
1 January 1997 to0 31 December 2002. In June 1998 he was elected to Swiss Re's
Board of Directors, which at the same time appointed him Managing Director. His man-
date was renewed for a further four year period in 2002, Mr Kielholz was appointed
Executive Vice Chairman with effect from 1 January 2003.

Mr Kielholz has been a member of the board of Credit Suisse Group since 1989. He
served as chairman of the audit committee from 1999 to 2002 and as vice-chairman of
the board from 31 May 2002 to 31 December 2002. He has been chairman of the
board of directors and the chairman'’s and governance committee since 1 January 2003.

In addition, Mr Kielholz is treasurer and a member of the board of the International Asso-
ciation for the Study of Insurance Economics (“The Geneva Association”) in Geneva,
president of the “Avenir Suisse” foundation and chairman of the Zurich Art Society.

Mr Bechtler, a Swiss citizen born in 1949, received a doctorate in law from the University
of Zurich in 1973 and a master’s degree in law from Harvard Law School in 1975.

Mr Bechtler joined Swiss Re’s Board of Directors in November 1993. His mandate was
renewed in 1997 and 2001, each time for a further four years. He will stand for re-elec-
tion at the Annual General Meeting on 9 May 2005. Mr Bechtler has been managing di-
rector of Hesta AG as well as Hesta Tex AG, Zug, since 1972. In this capacity he is chair-
man of the boards of Zellweger Luwa AG, Uster, and Schiesser Group AG, Kisnacht.

Mr Bechtler also serves on the boards of directors of Credit Suisse Group, Zurich. Bucher
Industries, Niederweningen, Sika Finance AG, Baar, and Conzzeta Holding, Zurich.

From 1987 to 1999 he served as chairman of “Swisscontact”, a large Swiss develop-
ment foundation, and from 1987 to 2002 as chairman of the Zurich Art Society.

Mr Breu, a Swiss citizen born in 1945, graduated from the Swiss Federal Institute of
Technology (ETH) in Zurich with a doctorate in mathematics.

Mr Breu was elected to Swiss Re's Board of Directors in 2003 for a four year term of of-
fice. He is Chief Financial Officer of the Novartis Group and member of the executive
committee of Novartis, positions he assumed when Novartis was created in December
1996. He joined the group treasury of Sandoz, a predecessor company of Novartis,

in 1975. Ten vears later, he was appointed CFO of Sandoz Corporation in New York. In
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1990, he became group treasurer of Sandoz Ltd, and, in 1393, head of group finance
and member of the Sandoz executive board.

Mr Breu is a member of the board of directors of Chiron Corp, Emeryville, California, and
of the SWX Swiss Exchange and its admission panel. He is also a member of the Swiss
Takeover Board.

Mr Farr, a US citizen born in 1941, received both a bachelor's and a master’s degree in
business administration from the University of Michigan in 1963 and 1964, respectively.

Mr Farr joined Swiss Re's Board of Directors in November 1996. His mandate was re-
newed in 2000 and 2004, each time for a further four year period. Mr Farr has been
managing partner of Muirhead Holdings LLC, Greenwich, CT, since 1998. Prior to that
he was vice chairman of American Express Company, New York, from 1995 until his
retirement in 1998. Before 1995, Mr Farr was a director of McKinsey & Co, New York. Mr
Farr also serves as chairman of the board of directors of Covanta Energy, New York, and
as a director of Misys plc, London, and Meridian Rail Company, New York.

Ms Gibson, a Swiss citizen born in 1962, studied business and economics at the Univer-
sity of Geneva, graduating with a BA in 1982 and a PhD in economics and social scienc-
esin 1987.

Ms Gibson was elected to Swiss Re's Board of Directors in June 2000. Her mandate was
renewed in 2004 for a further four year term. She has been a professor of financial eco-
nomics at the Swiss Banking Institute of the University of Zurich since March 2000. Ms
Gibson was previcusly a professor of finance at the University of Lausanne. She is also a
director of the National Centre of Competence in Research (NCCR) “Financial Valuation
and Risk Management” research network, and an adviser to scientific councils of various
educational institutions. She was a member of the Swiss Federal Banking Commission
until the end of 2004,

Mr Hentsch, a Swiss citizen born in 1948, studied business administration at the Univer-
sity of St. Gallen, Switzerland, graduating in 1972 with a master’s degree in business fi-
nance and accounting.

Mr Hentsch was elected to Swiss Re’s Board of Directors in 1993. His mandate was
renewed in 1997 and 2001, each time for a further four year term. He will stand for re-
election at the Annual General Meeting on 9 May 2005. He was a general partner of
Darier Hentsch & Cie, Private Bankers, Geneva, from 1985 until 2001 and chaired the
Swiss Private Bankers Association from 1998 until 2001. In 2004, he founded GEM —
Global Estate Managers — as well as Bangue Bénédict Hentsch & Cie S.A., both entities
dedicated to global wealth management. He is a member of the board of the ISC Foun-
dation and the MLE-Stiftung, both at the University of St. Gallen.

Mr Lemann, a Brazilian and Swiss citizen born in 1939, graduated from Harvard Univer-
sity, Boston, in 1961,

Mr Lemann joined Swiss Re's Board of Directors in 1999. He was re-elected for a further
four year term at the Annual General Meeting in 2003. In autumn 2004, he decided to
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step down at the 2005 Annual General Meeting. Mr Lemann is an entrepreneur with
significant stakes in InBev, an international brewer, and Lojas Americanas, a discount
store chain in Brazil. He also serves on the board of directors of Ambev, The Gillette Com-
pany, InBev, Lojas Americanas and the board of the Associates at the Harvard Business
School. Moreover, he serves on the international advisory board of DaimlerChrysler
Corp.. Auburn Hills, Michigan, and as chairman cof the Latin American Advisory Commit-
tee of the New York Stock Exchange.

Mr Scott, an English and Australian citizen born in 1942, was educated at Scots College,
Wellington, New Zealand. He has been a Senior Associate of the Australian and New
Zealand Institute of Insurance and Finance (ANZIIF) since 1965 and was made a Com-
mander of the British Empire (CBE) in 2002,

Mr Scott joined Swiss Re's Board of Directors in 2002 for a four year term. He is a retired
group chief executive of CGNU plc. In the 1990s, he was group chief executive of Gen-
eral Accident and, following the merger with Commercial Union in 1998, was appointed
group chief executive of CGU plc. Following the merger in 2000 with Norwich Union,
Mr Scott became group chief executive of CGNU plc, retiring in May 2001. Mr Scott was
also chairman of the Association of British Insurers in 2000-2001, and board member
in the previous four years.

Mr Scott is chairman of the board of directors of Yell Group plc. and a non-executive di-
rector of the Royal Bank of Scotland Group plc, Jardine Lloyd Thompson Group plc, and
Focus DIY Group Limited. In addition, he is a member of the international advisory board
of Sapiens International Corporation.

Mr Smith, a US and Swiss citizen born in 1938, received a Bachelor of Business Admin-
istration from the University of Massachusetts in 1960 and a Master of Business Admin-
istration from Boston University in 1965.

Mr Smith joined Swiss Re’s Board of Directors in 2003 for a four year term. He was chair-
man of the board of directors of General Motors Corporation, Detroit, from 1396 to April
2003, when he retired. He served as chief executive officer from 1992 to 2000. In addi-
tion, he was president from 1992 to 1998. Mr Smith joined General Motors in 1961.

Mr Smith is chairman of Deita Air Lines and a director of The Procter & Gamble Company
and The Nature Conservancy. He is also chairman of the Alix Partners LLC/Questor Part-
ner advisory board. In addition, he is a member of the chancellor's executive commitiee
of the University of Massachusetts and of the board of trustees at Boston University.

Mr Villiger, a Swiss citizen born in 1941, graduated from the Swiss Federal Institute of
Technology (ETH) in Zurich, with a degree in mechanical engineering in 1966.

Mr Villiger joined Swiss Re’s Board of Directors in 2004 for a four year term. As an entre-
prensur, Mr Villiger co-owned and managed two businesses from 1966 until 1889. Si-
multaneously, Mr Villiger had several political positions, first in the parliament of canton
Lucerne and, from 1982, in the Swiss Federal Parliament. He became a Federal Councillor
in 1989. He initially served as Defence Minister, with responsibility for the Federal Military
Department. He then became Finance Minister in 1995, charged with running the Feder-
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al Department of Finance. He continued in this function until his retirement at the end of
2003. Mr Villiger was President of the Swiss Confederation in 1985 and 2002. Mr Villiger
is also on the boards of directors of Nestlé and the newspaper “Neue Zircher Zeitung”.

Changes in the course of the business year 2004
At the Annual General Meeting of 14 May 2004, the shareholders elected Mr Kaspar
Villiger to be a member of the Board of Directors, with a four year term.

Changes since 31 December 2004

Mr Jorge Paulo Lemann has decided to step down from the Board of Directors at the
Annual General Meeting of 9 May 2005 in order to be able to devote more time to his
own businesses.

Nomination for the election to be held at the Annual General Meeting of 9 May 2005
The Board of Directors has decided to nominate the following candidate for initial elec-
tion to the Board with a four year term of office:

Mr Jakob Baer, a Swiss citizen born in 1944. Mr Baer became an attorney-at-law in 1871
and graduated from the University of Bern in 1973 with a doctorate in law. He began his
career in the legal department of the Federal Finance Administration. In 1975 he joined
Fides Trust Company. Following the successful planning and execution of a management
buy-out of Fides’ advisory business, he became a member of the management board of
KPMG Switzerland in 1992. In 1894, he was appointed CEO of KPMG Switzerland and a
member of KPMG's European and international management boards. He retired from
KPMG in September 2004, having reached the statutory retirement age. Mr Baer then
joined Adecco S.A. as a non-executive director. In addition he is a member of the boards
of directors of Emmentalische Mobiliar Versicherungs-Gesellschaft and IFBC - Integ-
rated Financial Business Consulting AG.

Please refer to the information provided in each director’s biography on page 62-66.
Cross-involvement refers to intarlocking memberships between the boards of directors of
two or more listed companies. According to the relevant SWX commentary, the mere
fact that a given person holds a seat on the hoards of two listed companies is alone suffi-
cient to invoke the obligation to disclose such an interlocking directorate. Pursuant to
such definition, the following cross-involvements existed on 31 December 2004:

Peter Forstmoser, Chairman, is also a director of Mikron Holding AG.

Walter B. Kielholz, Executive Vice Chairman, is also chairman of the board of directors
of Credit Suisse Group.

Thomas W. Bechtler, Director, is also a director of Bucher Industries, Conzzeta Halding,
Credit Suisse Group and Sika Finance AG.

Raymund Breu, Director, is also a director of Chiron Corporation.

Jorge Paulo Lemann, Director, is also a director of Ambeyv, The Gillette Company, InBev
and Lojas Americanas.
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Robert A. Scott, Director, is also chairman of the board of directors of Yell Group plc
and a director of The Royal Bank of Scotland Group plc and Jardine Lloyd Thompson
Group plc.

John F. Smith, Jr., Director, is also chairman of the board of directors of Delta Air Lines
and a director of The Procter & Gamble Company.

Kaspar Villiger, Director, is also a director of Nestlé,

Principles of the election procedure and term limits

The term of office of a directorship is four years. It begins with the date of election by

an Annual General Meeting and ends on the fourth subsequent Annual General Meeting.
Members whose term has expired are immediately eligible for re-election. Each pro-
posed election and re-election is substantiated by the Chairman at the Annual General
Meeting and is separately voted upon.

The age limitis 70. Members who reach the age of 70 during a regular term of office
shall tender their resignation at the Annual General Meeting following the attainment of
that age.

Certain changes in professional circumstances require the directors to offer their resigna-
tion at the following Annual General Meeting.

First election and remaining term of each director
Please refer to the information provided in each director’s biography on page 62—66.

The organisational structure is laid down in the Corporate Bylaws, which also define the
responsibilities of the Board of Directors, its five committees, the executive management
as well as the reporting procedures. The Corporate Bylaws are, therefore, a key regula-
tion in respect of corporate governance. Given their significance, the Corporate Bylaws
are reviewed annually by both the Governance and Shareholder Relations Committee
and the Board for compliance with domestic and international laws, regulations and best
practice standards.

a. Allocation of tasks within the Board of Directors

Chairman of the Board of Directors

The Chairman of the Board of Directors (the "Board”) exercises ultimate supervision of

the Executive Board on behalf of the Board; he attends the meetings of the Executive
Board and the Executive Board Committee and receives all related documentation and
minutes; he is responsible for Group Internal Audit and appoints its head, subject to con-
firmation by the Audit Committee; he convenes meetings of the Board and its commit-
tees; he makes preparations for, and presides at, the meetings of the Board; he presides
at the Annual General Meeting of shareholders; he ensures adequate reporting to the
Board by the Executive Board, the Executive Board Committee and the Board committees;
he coordinates the activities of the Board committees; he receives comments from the
directors as to the Board's performance and reports annually to the Board with an assess-
ment of the Board's performance; he represents the company in matters involving share-
holders; in cases of doubt, he makes decisions concerning the authority of the Board or its
committees and about the applicability and interpretation of the Corporate Bylaws.
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Executive Vice Chairman

The Executive Vice Chairman liaises between the Board and management in matters not
reserved for the Chairman; he may attend the meetings of the Executive Board and the
Executive Board Committee and receives the relevant documentation and minutes. Other
responsibilities include supervising management’s preparation and execution of Board
resolutions in operational matters, monitoring the Group's strategic direction and over-
seeing management development for the Group’s senior executives,

b. Committees of the Board of Directors: members, tasks and responsibilities
General provisions for all Committees

The Board of Directors may delegate certain responsibilities, inctuding the preparation
and execution of its resolutions, to Committees or individual members of the Board. Any
such Committee or member must keep the Board apprised on a timely basis of the
Committee’s or member’s actions and determinations.

The Committees may conduct or authorise investigations into any matters within their
respective scope of responsibilities, as laid down in their respective charters of duties,
thereby taking into consideration relevant peer group practices and general best prac-
tice. They are empowered to retain independent counsel, accountants or other experts
if deemed necessary, including for purposes of benchmarking best practice.

Audit Committee
Members

Thomas W. Bechtler, Chair
Raymund Breu

Rajna Gibson

Robert A. Scott

John F. Smith, Jr.

All members of the Audit Committee must be non-executive, independent and financially
literate. At least one member must have accounting or related financial management
expertise. Members may not accept any consulting, advisory, or other compensatory fee
from the company. They should not serve on the audit committee of more than two other
listed companies. Members of the Executive Board are not eligible for membership until
three years after the termination of their executive employment.

Tasks and responsibilities

The central task of the Audit Committee is to assist the Board in fulfilling its oversight re-
sponsibilities as they relate to the integrity of the Group’s financial statements, the Group's
compliance with legal and regulatory requirements, the external auditor’s qualifications,
and the performance of the Group's internal audit unit and its external auditor.

The Committee serves as an independent and abjective monitor of the Group's financial
reporting process and system of internal control, and facilitates ongoing communication
between the external auditor, management, Group Internal Audit and the Board with re-
gard to the Group’s financial position and affairs.

More specific duties and responsibilities of the Committee are listed in its charter of
duties.
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Compensation and Appointments Committee
Mermbers

George L. Farr, Chair

Thomas W. Bechtler

Robert A. Scott

All members of the Compensation and Appointments Committee must be non-executive
and independent.

Tasks and responsibilities

In compensation matters, this Committee oversees the development of a compensation
philosophy, which is submitted to the Board for approval; it reviews and approves the
Group's compensation and pension plans; it recommends to the Board the amount and
composition of directors’ remuneration; it determines the amount and composition of
remuneration for the Chairman, the Exscutive Vice Chairman, the CEO and the members
of the Executive Board on the basis of their performance; it approves the total amount
available for performance based compensation; and it ensures compliance with any re-
muneration disclosure requirements.

In personnel matters, the Committee makes proposals that ensure an adequate size and
a well-balanced composition of the Board and further ensure that a majority of the Board
is independent; it develops guidelines for selecting candidates for election to the Board
and the Executive Board; it evaluates Board member candidates and makes recommen-
dations to the Board; it evaluates proposals made to the Board for the appointment and
removal of members of the Executive Board; it approves employment contracts with the
Chairman, the Executive Vice Chairman, the CEQ and the members of the Executive
Board; and it reviews executive succession and emergency plans. The Compensation
and Appointments Committee reviews its own performance annually.

Finance and Risk Committee
Members

Rajna Gibson, Chair

Walter B. Kielholz

Jorge Paulo Lemann

Robert A. Scott

Kaspar Villiger

Tasks and responsibilities

This Committee oversees risk management, approves the fundamental risk management
principles, reviews their implementation and the appropriateness of the Group's risk
management framework; in respect of risk strategy, it evaluates the bases on which the
Board determines the overall risk tolerance and the risk appetite for the most significant
risk taking activities and reviews the strategic asset allocation; in respect of risk control-
ling, it reviews the methodology for risk measurement, the results of risk adjusted capital
calculations and the most significant risk exposures and their limits; in respect of finan-
cial risk, it reviews the valuation of assets and liabilities for economic accounting and reg-
ulatory purposes and the treasury strategy: it reviews capital adeguacy, the ratings
received from the rating agencies and management's reaction and recommendations
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thereto; and it reviews portfolio risk management activities. The Finance and Risk Com-
mittee reviews its own performance annually.

Governance and Shareholder Relations Committee
Members

Peter Forstmoser, Chair

George L. Farr

Bénédict G.F. Hentsch

Walter B. Kigtholz

John F. Smith, Jr.

Kaspar Villiger

Tasks and responsibilities

The Committee measures the Group's governance against relevant best practice stand-
ards and informs the Board of its findings and emerging trends; it ensures compliance
with corporate governance disclosure requirements; it reviews and evaluates the Group's
disclosure policy; it reviews the Group’s external communications policy in the context
of best practice in the markets deemed most relevant; it monitors the Corporate Philoso-
phy, the corporate culture, the corporate social engagement and the Group's orienta-
tion towards sustainability; it monitors investor relations; it examines how reports are
made, especially with regard to whether they fulfil the needs and expectations of inter-
national investors; it monitors the shareholder structure; it has initial responsibility for
assessing any merger and take-over proposals submitted to the Group; it has initial re-
sponsibility for reviewing material transactions with any of the Group’s significant share-
holders; and it establishes a procedure for the directors to comment on the Board's
performance. The Governance and Shareholder Relations Committee reviews its own
performance annually.

/nvestments Committee
Members

George L. Farr, Chair
Raymund Breu
Bénédict G.F. Hentsch
Walter B. Kielholz
Jorge Paulo Lemann

Tasks and responsibilities

As regards Group assets, the Committee reviews the principles to be applied in capital
investments; it keeps itself informed of the guidelines governing asset management and
approves those regulating the use of derivative instruments; it reviews the tactical allo-
cation of assets for the next financial reporting period; it keeps abreast of the strategic
asset allocation, investment policy and the valuation of investment assets; it reviews the
performance of the asset management operations; it receives semi-annual reports on the
Group-wide use of derivative instruments; and it reviews the business relationship of the
asset-managing units with their counterparties, as well as associated transaction fees.

In respect of Group finance, the Committee reviews cash management, the relationships

with banks and, semi-annually, all of the Groun’s open derivative positions. The invest-
ments Committee reviews its own performance annually.
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¢. Work methods of the Board of Directors and its Commitiees

The Board typically meets six times per year for two consecutive days. The first day is
reserved for the Committees, while on the second day the full Board meets for as long as
required, mostly the whole day. The regular meetings are typically held in February,
March, May, June, August and December. Additional meetings are called at short notice
if and when required. Each of the Board meetings has a special focus, broadly deter-
mined by Swiss Re’s reporting schedule, and including such issues as strategic issues,
the financial statements, the analysis of internal results, interim results, the medium-term
business plan, and corporate governance.

Meeting invitations and agendas are delivered to the directors about ten days before the
meeting together with written materials to permit meaningful review.

in 2004, the following meetings were held:

Month BoD! AC? CAC? FRC? IC8 GSRCs
January | S .. 1€QulAT SR B
February  ....Tegular ‘?.qu'ar B “ eguler mﬁeg}.’.'.af
March regular  reqular  reguar reguar
May reguar  regular reg';'ulé}:”_ """""

June regular regular

regular
August regular regular regular regular
September extra
December regular extra regular regular regular
' Board of Directors 4 Finance and Risk Committee
2 Audit Committes 5 Investrents Committee
3 Compensation and Appointments Committee 8 Governance and Shareholder Relations Committee

Normally, the members of the Executive Board Committee attend the meetings of the
Board in an advisory capacity. Attendance at Committee meetings is normally restricted
to those members of the Executive Board with the information and expertise required for
the relevant Committee to perform its duties. The Head of Group Internal Audit and two
senior representatives of the external auditor regularly participate in Audit Committee
meetings.

The attendance rate at the regular Board meetings was 97% throughout the year.

For every meeting it is contemplated that an executive session shall be held for discus-
sions between the Board of Directors and the Chief Executive Officer, discussions involv-
ing all members of the Board, or discussions among the independent members of the
Board, as the case may be.

Swiss Re's Board of Directors has delegated the conduct of business operations to an Ex-
ecutive Board made up of 16—17" senior executive officers. Members of the Executive
Board are appointed by the Board of Directors upon recommendation of the Chief Execu-
tive Officer and after consultation with the Compensation and Appointments Committee.
The Executive Board is headed by the Chief Executive Officer and comprises his deputy,

1 In 2004 the Executive Board consisted of 17 members, as listed in "Executive Board”, page 74-79. Three of
them stepped down on 31 December 2004 and were replaced by two new members. Since 1 January 2005,
therefore, the Executive Board has been composed of 16 members.
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the heads of the three business groups with the respective division and business sector
heads, and the heads of the four Corporate Centre divisions. The Executive Board is re-
sponsible for the operational management of the Group as well as the cocrdination and
execution of the Group’s business operations. It held ten meetings in 2004, often on two
consecutive days. Two of those meetings were extended to consider strategic issues.

The responsibility for the conduct of day-to-day operational business activities lies with
the Executive Board Committee. In 2004, it comprised seven members, now six, namely
the Chief Executive Officer, the Chief Financial Officer, the Chief Risk Officer and the
heads of the three business groups. The Executive Board Committee has, as a rule, two
meetings per month, except when the full Executive Board meets and in holiday seasons.
In 2004, the Executive Board Committee met 16 times.

Swiss Re’s governing bodies have recognised the value of a high quality corporate assur-
ance framework. As governance and accounting standards continue to evolve, it is es-
sential that Swiss Re’s governing bodies strive to have a best-in-class system of coordi-
nated assurance functions to rely on. Therefore, the corresponding framework is subject
to periodic reviews and improvements as required.

Assurance functions in Swiss Re comprise an internal audit organisation, a dedicated
organisation that ensures compliance with legal and regulatory requirements as well as
ethical standards. & risk management system designed for the size, complexity and risk
profile of the company, an actuarial reserves group and a specially qualified external
auditor.

Risk Management
For the risk management organisation and its responsibilities please see Risk and capital
management, page 46~53 of the Business Report,

Group Internal Audit

Within the Swiss Re Group, Group Internal Audit provides the Chairman, Board of Direc-
tors and Executive Board of Swiss Re with an independent, objective assurance and
consulting activity designed 1o assess the adequacy and effectiveness of its system of
internal control, adding value through improving the Group’s operations.

Organisationally independent of management, the Head of Group Internal Audit reports
directly to the Chairman of the Board of Directors and regularly reports to the Audit
Committee. Group Internal Audit focuses its activities primarily on those areas identified
as possessing the highest operating and control risks within the Group. Group Internal
Audit maintains a regular dialogue with the external auditor to share reports and risk is-
sues arising from their respective audits and to coordinate their activities.

Compliance

Compliance at Swiss Re means the upholding of legal, regulatory and ethical standards
by all staff throughout the Group. Swiss Re has developed a Group-wide Code of Con-
duct (see www.swissre.com/About Us/Corporate governance/Regulations) which lays
down the Group's core principles and values, and offers guidance on how to apply these
in all business activities. The Code of Conduct also sets out certain behavioural standards
which all Swiss Re employees are expected to maintain. A Group Compliance pro-

Swiss Re Annual Report 2004




Swiss Re Annual Report 2004

gramme defines the accountabilities and duties of both management and compliance
officers at Swiss Re. The compliance officers, supporting management in ensuring com-
pliance with laws, regulations and ethical standards, report to the Group Compliance Of-
ficer on any instances of non-compliance or other compliance-relevant matters. In cer-
tain areas, the compliance officers also assist management in ensuring compliance with
internal Group procedures and local or regional practices. Training for staff and compli-
ance officers is carried out regularly at both local and Group level to ensure ongoing best
practice in compliance matters. An essential and growing feature of the compliance
function is to ensure that Swiss Re complies with regulatory requirements at both legal
entity and Group levels. Swiss Re has established a Group Regulatory Affairs function
and a Group Regulatory Affairs Network supporting the compliance officers to ensure
regulatory compliance at all levels. Each compliance officer also conducts periodic com-
pliance risk assessments and advises management on appropriate control measures.
The compliance officer network subsequently organises the implementation of action
plans in cooperation with key functions such as Group Internal Audit, Group Risk Man-
agement, Group Regulatory Affairs and line management. The Group Compliance Officer
regularly provides the Audit Committee with a compliance report and consults with the
Chief Risk Officer, the Group General Counsel and the Head of Group Regulatory Affairs.

External auditor

The external auditor is accountable to the Audit Committee, the Board of Directors and
ultimately to the shareholders. PricewaterhouseCoopers has executed this function since
1991 (formerly as Revisuisse Price Waterhouse AG).

Prior to the commencement of the external audit, the external auditor presents its plan
and estimated fees to the Audit Committee for approval. At the conclusion of the external
audit, the external auditor presents and discusses its report on the financial statements
with the Audit Committee, and highlights any significant internal control issues identified.
Each year the external auditor is required to discuss the internal quality assurance proc-
esses that ensure the external audit is conducted in accordance with the required profes-
sional standards, and provide a formal written statement to the Audit Committee defining
all relationships it has with the Swiss Re Group. The Audit Committee and external audi-
tor discuss any disclosed relationships or services that might affect the external auditor’s
objectivity and independence.

To further protect the independence of the external auditor, the Audit Committee is
required to pre-approve all non-audit services to be provided by the external auditor. In
addition, proposals to employ former senior executives of the external auditor, previously
involved in the external audit, must be reviewed and approved in advance by the Audit
Committee.

Actuarial review

The Board of Directors has appointed Mr Freddy Delbaen as an external actuary to con-
duct a review of the balance sheet provisions for the life reinsurance business of Swiss
Reinsurance Company and European Reinsurance Company. His review focuses on the
appropriateness of the reserving assumptions that, combined with the margins in the
reserves, provide a reasonable level of prudence over the company’s best-estimate as-
sumptions. Mr Delbaen is a professor and has held the position of Chair of Financial
Mathematics at the Swiss Federal Institute of Technology (ETH) in Zurich since 1995.
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4.1 Members of the Executive Board

John R. Coomber
Chief Executive Officer, Member of
the Executive Board Committee

Jacques Aigrain

Head of the Financial Services Business
Group and Deputy Chief Executive Officer
as of 1 January 2005, Member of the
Executive Board Committee

Martin Albers
Head of the Risk Solutions business sector
in the Financial Services Business Group

Walter Anderau

Head of the Communications & Human
Resources Division, appointed Chairman
of the Swiss Re Centre for Global Dialogue
as of 1 January 2005 following his
retirement from the Executive Board
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4 Executive Board
Status as at 31 December 2004

Mr Coomber, a British citizen born in 1849, graduated in theoretical mechanics from
Nottingham University in 1970.

Mr Coomber started his career with the Phoenix Insurance Company. He joined Swiss Re
in 1973. Having qualified as an actuary in 1974, he first specialised in the company’s life
reinsurance. He was Swiss Re {(UK)'s appointed actuary from 1983 to 1990. in 1987

he assumed responsibility for the life division, and, in 1993, was made head of the com-
pany’'s UK operations. Mr Coomber was appointed Member of the Executive Board in
April 1995, responsible for the Group’s Life & Health Division. In June 2000, he became
a member of the Executive Board Committee. In November 2002, the Board of Directors
appointed him CEQO with effect from 1 January 2003. Mr Coomber also serves as a
member of the supervisory board of Euler Hermes.

Mr Aigrain, a Swiss and French citizen born in 1954, received a PhD in economics in
1981 from the Sorbonne, in France, after studying law at the Sorbonne and economics
at Paris-Dauphine University.

Mr Aigrain joined Swiss Re in June 2001 as head of the Financia! Services Business
Group. Previously, Mr Aigrain worked for JP Morgan in various positions and locations,
predominantly in investment banking, capital markets, and mergers and acquisitions.
immediately prior to joining Swiss Re, he was a managing director and a member of JP
Morgan's investment banking management committee, where he was co-head of client
coverage, responsible for the financial institutions and classical economy sectors.

Mr Albers, a Swiss citizen born in 1980, graduated from the Swiss Federal Institute of
Technology (ETH) in Zurich in 1985 with a master’s degree in engineering, and in 1991
earned an MBA from the JL Kellogg Graduate Schoo! of Management at Northwestern
University, Chicago.

Mr Albers joined Swiss Re as head of Product Controlling in 1994, after having worked
for over three years with Boston Consulting Group. In 1996 he became head of property
and casualty business in Canada and, in 1999, in the UK. Mr Albers was appointed to
the Executive Board in January 2002. He assumed his current position in June 2002.

Mr Anderau, a Swiss citizen born in 1946, received a degree In history from the
University of Zurich in 1972 after studies both in Zurich and Paris.

Mr Anderau joined Swiss Re in 1998 as head of Group Human Resources. Prior to that,
he worked for ten years at Kraft Jacobs Suchard, where he was chairman of the board
of Swiss operations, director on the company’s European board and, as vice president of
corporate affairs, member of Kraft's executive board (Europe). From 1985 to 1988,

Mr Anderau headed Switzerland’s “700th anniversary celebration” (CH 21). He was ap-
pointed to the Executive Board in July 1999,
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Andreas Beerli
Head of the Americas Division within the
Property & Casualty Business Group

Phillip Colebatch

Head of the Capital Management and
Advisory business sector within

the Financial Services Business Group

Jacques E. Dubois

Deputy Head of the Life & Health Business
Group until 31 December 2004, Chair-
man & CEO of Swiss Re America Holding
Corporation and in charge of corporate
development and US public affairs as of

1 January 2005

John H. Fitzpatrick

Head of the Life & Health Business Group.
Member of the Executive Board
Commitiee
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Mr Beerli, a Swiss citizen born in 1951, graduated in law in 1976 and received a doctor-
ate in law from the University of Basle in 1983,

Mr Beerli joined Swiss Re in 1979, serving in various marketing functions until 1984. He
then worked for Credit Suisse in private banking and the Baloise Insurance Group, where
he served in the company’s foreign operations. He rejoined Swiss Re in 1993. In 1997,
he restructured and integrated the newly acquired ltalian reinsurance company Uniorias.
In 1998, he assumed an additional position as Head of the Global Clients unit. He was
appointed 1o his current position in January 2000.

Mr Beerli is a member of the board of the Reinsurance Association of America. a mem-
ber of the executive committee of the International insurance Society, and is also on the
board of directors of the Insurance Information Institute.

Mr Colebatch, an Australian citizen born in 1944, received a master of science degree
from the Massachusetts Institute of Technology in 1969 and a doctorate in business
administration from Harvard Business School in 1973.

Mr Colebatch joined Swiss Re in September 2002 to assume his current position, which
includes responsibility for Fox-Pitt, Kelton (FPK) and Swiss Re Financial Products. Before
joining, Mr Colebatch was with Credit Suisse Group, where he most recently served as a
member of the group executive board and CEQ of Credit Suisse Asset Management. Mr
Colebatch began his career with Citicorp in New York and held a number of senior in-
vestment banking positions in Hong Kong and London.

Mr Dubois, a US citizen born in 1948, graduated from the College of the Holy Cross in
Worcester, Massachusetts in 1970 with a degree in mathematics. He also received a
master’s degree in business administration in 1972 from the Amos Tuck School at Dart-
mouth College, Hanover, New Hampshire.

Mr Dubois joined Swiss Re in conjunction with the company's acquisition of Life Re in
1998. In June 2000, he was appointed a member of the Executive Board and Deputy
Head of the Life & Health Business Group.

Mr Dubois began his business career at Philo Smith & Co., a securities firm specialising
in insurance stock research and the merger and acquisition of insurance companies.

In 1979, he joined Insurance Investment Associates, an investment banking partnership
focused exclusively on mergers and acquisitions of life insurance companies. in 1988,
Jacques Dubois co-founded Life Re Corporation, which was established to purchase the
General Reassurance Company from General Reinsurance Corporation in a leveraged
buy-out. He served as president and chief operating officer of Life Re Corporation from
1988 to 1998.

Mr Fitzpatrick, a US citizen born in 1956, graduated from the Loyola University of Chica-
go with a Bachelor of Business Administration in 1979. He is a Chartered Financial

Analyst (CFA) (1987) and a Certified Public Accountant (CPA) (1979).

Mr Fitzpatrick joined Swiss Re in July 1998 as Chief Financial Officer and was appointed
to his current position in April 2003. Before joining, he was senior managing director and
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Chief Financial Officer, Head of the
Finance Division, Member of the
Executive Board Committee

Rudolf Kellenberger

Deputy Chief Executive Officer and
Member of the Executive Board
Committee until 31 December 2004

Michel M. Liés
Head of the Europe Division within the
Property & Casualty Business Group
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co-head of Securitas Capital, a private equity firm focused on the insurance industry.
From 1996 to 1998 he was a senior managing director at Zurich Centre Resources Ltd,
where he focused on startups of new insurance companies. From 1990 to 1996 he was
CFO and a member of the board of directors of Kemper Corporation. He started with
Kemper as a financial analyst in 1978, holding several positions in corporate finance until
1990.

Ms Godbehere, a Canadian and British citizen born in 1955, qualified as a Certified
General Accountant (CGA) in Canada in 1984 and became a fellow of the Certified Gen-
eral Accountants’ Association (FCGA) in 2003.

Ms Godbehere was appointed Group CFO with effect from 1 April 2003. Previously, she
held the position of Chief Financial Officer of the Property & Casualty Business Group
and, prior to this, from 1998-2001, she served as the Chief Financial Officer of the Life &
Health Business Group, based in London. Ann Godbehere joined Swiss Re in 19986,
following the acquisition of the Mercantile & General Reinsurance Group. Until 1998, she
held a number of senior positions in Swiss Re Life &Health North America, most recently
the position of Chief Executive Officer of Swiss Re Life & Health Canada. Ms Godbehere
started her career with Sun Life of Canada in 1976 in Montreal, Canada. She joined

the M&G Group in 1981, where she held several management roles, including senior
vice president and controller for both life and health and property and casualty business-
es throughout North America.

Mr Kellenberger, a Swiss citizen born in 1945, studied civil engineering at the Swiss Fed-
eral Institute of Technology (ETH) in Zurich, graduating in 197C.

Mr Kellenberger joined Swiss Re in 1978, holding various assignments in facultative and
treaty business within the engineering department. In the early 1980s, he was responsi-
ble for Southeast Asia, operating from Hong Kong. In 1990 he was appointed head of
the engineering department. In 1993 he was appointed to the Executive Board, respon-
sible for the Northern Europe reinsurance sector and special lines. In 1998 he was ap-
pointed Head of Europe Division. On 1 April 2000, he became Deputy Chief Executive
Officer. He stepped down from the Executive Board on 31 December 2004 as he will
reach retirement age in 2005. Mr Kellenberger started his career as a project engineer in
bridge construction before moving to England, where he worked for a major Swiss con-
struction company.

Mr Kellenberger was a member of the board of the Swiss Insurance Association until the
end of 2004. He is vice-chairman of the supervisory board of Atradius, Amsterdam and a
member of the board of directors of Swiss Life Group. In addition he is chairman of the
Swiss Poal for Aviation Insurance.

Mr Liés, a citizen of Luxembourg born in 1954, received a degree in mathematics from
the Swiss Federal Institute of Technology (ETH) in Zurich in 1974,

Mr Liés joined Swiss Re's life department in 1978. Based in Zurich, he first covered the
Latin American market. From 1883 to 1993, he was responsible for France and the

countries of the Iberian Peninsula. In 1984 he moved to the property & casualty depart-
ment in charge of Southern Europe and Latin America, which he headed from 1987. Mr
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Stefan Lippe

Head of the Property & Casualty Business
Group, Member of the Executive Board
Committee

Benjamin Meuli

Chief Investment Officer, Head of the
Asset Management business sector within
the Financial Services Business Group

Pierre L. Ozendo
Head of the Asia Division within the
Property & Casualty Business Group

Bruno Porro

Chief Risk Officer, Head of the Risk &
Knowledge Division, Member of the
Executive Board Committee until

31 December 2004
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Liés became a member of the Executive Board and Head of the Latin America Division in
1998. On 1 April 2000, he assumed his current function as Head of Europe Division.

Mr Lies is a member of the board of the Swiss Insurance Association.

Mr Lippe. a German citizen born in 1955, graduated in mathematics and received a doc-
torate in business administration from the University of Mannheim in 1982,

Mr Lippe joined Bavarian Re in 1983. In 1986 he became head of the non-proportional
underwriting department. He was appointed deputy member of the board of manage-
ment in 1988 and a full member in 1991, when he assumed general responsibility for
the company’s operations in the German-speaking area. In 1993 he became chairman
of the board of management of Bavarian Re. In 1995 he was appointed a Member of
Swiss Re's Executive Board, responsible for the Bavarian Re Group. He was appointed to
his current position in April 2001.

Mr Meuli, a British citizen born in 1956, was educated at Oxford University where he
graduated with an MSc in Economics in 1978.

Mr Meuli joined Swiss Re in April 2004 t¢ assume his current position. After his gradua-
tion, he embarked on a 20-year career with JP Morgan, where he became a managing
director, in charge of the European Debt Capital Markets and the European Financial
Institutions Group. He also held the positions of chief executive of JP Morgan Life Assur-
ance Ltd and chief operating officer of the global fixed income division. In 1998 he
joined Morgan Stanley as managing director with primary responsibility for investment
banking, fixed income, equities, real estate, and associated asset and liability manage-
ment issues linked to large multinational insurance groups.

Mr Ozendo, a US and French citizen born in 1950, attended the University of San Fran-
cisco from 1968 to 1971, studied political science and earned a bachelor of arts degree.

Mr Ozendo joined the Swiss Re Group in 1995, taking on an assignment as chief execu-
tive officer of the subsidiary Union Re, with effect from 1 January 1996. Mr Ozendo was
appointed to Swiss Re's Executive Board on 1 July 1996. He was named Head of the
Group's Asia Division in 1998 following Union Re's integration into Swiss Re. Before join-
ing Swiss Re, Mr Ozendo worked for General Reinsurance Corporation from 1875 to
1995. In 1986 he moved to Switzerland as general manager of General Reinsurance
Corporation (Europe) in Zurich. He was appointed president and managing director of
General Re Europe Limited in 1994. Mr Ozendo was previously employed as an under-
writer by the New York Life Insurance Company in San Francisco.

Mr Ozendo serves as a vice chairman of the Evian Group.
Mr Porro, a Swiss citizen born in 1945, graduated from the Swiss Federal Institute of
Technology (ETH) in Zurich in 1969 as a civil engineer. While in employment, he ob-

tained a doctorate in economics in 1878.

Mr Porro joined Swiss Re in 1978, where he established a group involved with the as-
sessment of natural hazards. In 1987 he became head of the development and capacity
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utilisation section and assumed responsibility for the Group's catastrophe fund covers.
From 1989 he had marketing responsibilities in the Latin American and lberian areas.
He was appointed to the Executive Board in 1995. In 1998, he was named Chief Risk
Officer and became a member of the Executive Board Committee. Mr Porro stepped
down from the Executive Board on 31 December 2004 as he will reach retirement age
in 2005. Prior to joining Swiss Re, Mr Porro had various assignments at the Swiss
Federal Institute of Technology (ETH).

Mr Wilson, a US citizen born in 1961, graduated from the Vanderbilt University School
of Law in Nashville, Tennessee in 1986 with a doctorate in jurisprudence. He alsc holds a
BA in political science from the University of Alabama in Huntsville, Alabama.

Mr Wilson has been associated with Swiss Re, and previously Life Re, since 1991, as
general counsel, secretary, and director of Swiss Re Life & Health America Inc. and its
subsidiaries. Before his appointment in 2003 to the Executive Board, he held the posi-
tion of executive vice president and head of the business engineering services unit,
where he was responsible for overseeing the firm’s Admin Re™ programme as well as
other non-traditional reinsurance solutions for life and health clients in North America.
Mr Wilson formerly served as general counsel for the Life & Health Business Group. Be-
fore joining Life Re, Mr Wilson worked for two Texan law firms as an associate attorney.

Mr Zaytsev, a US citizen born in 1949, studied engineering and computer technology at
the Technical University of Lvov, Ukraine, graduating in 1971 with a master’s degree in
mechanical engineering.

Mr Zaytsev joined Swiss Re in 1992 as head of corporate information resources for US
subsidiaries, based in New York. In 1995 he was seconded to head office in Zurich,
where he was put in charge of Group Information and Technology and the Group’s Data
Centre. Mr Zaytsev was appointed to the Executive Board in 1989 as Group Information
Officer. Prior to joining Swiss Re, Mr Zaytsev developed the IT systems for the 1980
Olympic Games in Moscow. He then emigrated to the US, where he first worked as an IT
project manager for the retail group K-Mart in New Jersey. He then spent seven years
waorking for the American International Group, New York, where he handled the firm's
domestic and international IT applications.

Changes in the course of the 2004 business year

Benjamin Meuli was appointed Chief Investment Officer and Member of the Executive
Board on 19 February 2004 with effect from 19 Aprit 2004. For details, please refer to
the section above.

Changes since 31 December 2004
Jacques Aigrain was appointed Deputy Chief Executive Officer from 1 January 2005.
He continues to serve as Head of the Financial Services Business Group.

Walter Anderau was appointed Chairman of Swiss Re’s Centre for Global Dialogue from

1 January 2005 following his retirement from the Executive Board as of 31 December
2004.

Swiss Re Annual Report 2004




4.3 Management contracts
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Jacques E. Dubois discontinued his function as Deputy Head of the Life & Health Busi-
ness Group as of 31 December 2004. He refocused his role on corporate development
and US public affairs. He continues to serve as an Executive Board member and as
chairman of Swiss Re America Holding Corporation.

Charlotte A. Gubler was appointed Head of Communications &Human Resources with
effect from 1 January 2005. She also joined Swiss Re's Executive Board on that date. Ms
Gubler, a Swiss citizen born in 1952, holds a degree from the Graduate School of Busi-
ness Administration in Zurich. She began her professional career in general merchandise
trading and the retail industry. She then joined a management consultancy firm where
she spent eight years focusing on the acquisition and execution of strategic, marketing,
organisation and human resources mandates. In 1993, she joined Swiss Re as Senior
Credit Risk Manager in the company’s Credit & Surety Department with the primary man-
date of assessing credit risks in the global retail industry. Two years later, she was ap-
pointed to establish a global Credit Risk Management Function, first for the company's
initial Alternative Risk Transfer Division and subsequently for the Swiss Re Group. In
2000, she became a Member of the Executive Team of the Financial Services Business
Group and Head of Credit Solutions, a business sector of Swiss Re, which encompasses
the Group's global credit risk underwriting business.

Rudoif Kellenberger will retire on 30 April 2005. In view of this, he handed over his
responsibilities as Deputy CEO to Jacques Aigrain on 1 January 2005 and stepped
down from the Executive Board.

Christian Mumenthaler was appointed Group Chief Risk Officer and Head of Risk and
Knowledge Division effective 1 January 2005. He also joined the Group's Executive
Board and became a member of the Executive Board Committee. Mr Mumenthaler, a
Swiss citizen born in 19869, received a PhD from the Institute of Molecular Biology and
Biophysics at the Swiss Federal Institute of Technology (ETH) in Zurich. He started his
professional career in 1997 as an Associate at the Boston Consulting Group, before join-
ing Swiss Re in 1989 as a manager in Group Strategic Planning. Between 1999 and
2002, Mr Mumenthaler was responsible for a number of key projects for the company
including innovative securitisation solutions. In 2002 he established a new unit, Group
Retro and Syndication, which is responsible for optimising the Group'’s risk and capital
base through retrocession and securitisation. As head of Group Retro and Syndication,
he was responsible for a number of innovative capital market transactions including the
first securitisation of mortality risk.

Bruno Porro stepped down from the Executive Board on 31 December 2004 as he ap-
proached retirement age. He handed over his responsibilities to Christian Mumenthaler
on 1 January 2005.

Disclosed hereunder are key elements of management contracts between Swiss Re, or
any of its Group companies, and companies not belonging to the Group, including the
companies’ names, domiciles and delegated management tasks. The form and extent of
compensation are not, however, disclosed as all the contracts are commercially sensitive.
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mining the compensation
and shareholding programmes

Computer Sciences Corporation Contract

Swiss Re Life &Health America Inc. and certain of its life insurance affiliates, each of
which is a United States life insurance subsidiary of Swiss Reinsurance Company (such
US insurance subsidiaries are together referred to as “Swiss Re”), are parties to a third
party administration contract (the “TPA Agreement”) with affiliates of Computer Sciences
Corporation, a Nevada corporation (together “CSC"}. The TPA Agreement provides

for CSC to carry out most of the policyholder administration services, including customer
service, claims processing, and audit and regulatory compliance support, at mutually
agreed and measured service levels for direct life insurance policies and annuities

of Swiss Re and its clients. Currently, CSC is providing such policyholder administration
services for approximately 2 million direct life insurance policies and annuities of

Swiss Re and its clients and, later this year, it is expected to administer an additional
approximately 1 million direct life insurance policies and annuities acquired by Swiss Re
in 2004. Under the TPA Agreement, CSC provides these policyholder administration
services at a number of operational sites throughout the United States. Subject to certain
garly termination provisions, the TPA Agreement has a ten year term ending in 2013.

Aberdeen Contract

Windsor Life Assurance Company Limited ("Windsor Life"), an indirect wholly-owned
subsidiary of Swiss Reinsurance Company, entered into an Investment Management
Agreement ("IMA") with Aberdeen Asset Managers Limited ("AAM”} on 31 May 2001.
The IMA has a term of ten years but may be terminated early with six months’ notice.

In accordance with the IMA, AAM will act as exclusive manager of the Windsor Life in-
vestment portfolio subject to the guidelines in the Investment Handbook and instructions
by Windsor Life. Compensation to AAM is based on a schedule of rates per annum
applied to the value of assets.

Criginally included in the IMA was the management of certain real estate properties. A
partial deed of assignment was entered into with Arlington Property Investors UK Limited
("Arlington”) to make Arlington the exclusive manager of the Windsor Life property port-
folio. Other terms were unchanged.

Trinity Expert Systems Contract

Windsor Life Assurance Company Limited ("Windsor Life”), an indirect wholly-owned
subsidiary of Swiss Reinsurance Company, entered into an outsourcing agreement with
Trinity Expert Systems ("TES”) with an effective date of 1 October 2003. The outsourcing
agreement has a term of three years but may be terminated early with six months’ notice.
In accordance with the outsourcing agreement, TES will supply IT help desk, LAN sup-
port and administration system application support services. In addition, TES provides
services outside the outsourcing contract, agreed on an individual project and cost basis.

5 Compensation, shareholdings and loans

Compensation of the Chairman of the Board of Directors, the Executive Vice Chairman,
the CEO and other members of the Executive Board is set by the Board of Directors’
Compensation and Appointments Committee. The Committee convenes two to three
times a year and presents its proposals to the full Board for approval. The Committee’s
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remit also includes responsibility for the compensation philosophy and approving com-
pensation plans.

Swiss Re has a "pay for performance” philosophy. The Executive Board is paid a base sal-
ary and variable bonus. The fixed salary consists of a cash payment, while the bonus

can be either in cash or shares that are deferred for four years. Furthermore, all Executive
Board members are obliged to take a minimum of 25% of their annual bonus in deferred

bonus shares.

Swiss Re also grants its top management long-term performance incentive awards.
There are two selectable plans. a stock option plan and a restricted share plan. The size
of the award depends on the labour market, the degree of influence on the Group result,
and the potential and acceptability of the resulting dilution. Swiss Re options have a total
duration of ten years with a four year vesting period. Entitlement to the award is forfeited
in the event of resignation during this period.

The Executive Board's performance assessment is based on annual objectives involving
financial and qualitative elements. The bonuses distributed for a year’s service are paid in
April of the following year. All amounts disclosed relate to the performance year 2004
with some elements to be credited in April 2005.

The disclosure follows the SWX Directive, which requires differentiation between the
executive members of the Board of Directors and the management board in total and the
non-executive members of the Board of Directors in total. This applies to the tables
shown on page 81-84.

CHF millions
18 executive members (Executive Vice Chairman and 17 Executive Board members) 409
10 ﬁon-executive members (members 6f tHe Board of Diréétors) 2.9
Total 43.8

The total shown includes all the remuneration components except for shares and options,
which are shown separately. Cash payments, allowances, value of preferential rates on
loans, other financial benefits, as well as the amount of actuarial funding needed for pen-
sions, are included in this figure. Swiss Re does not have a separate pension plan for
members of the governing bodies.

CHF
) executive member o B S 143 060
Non-executive members B v o B none
Total 143 060

The former member of the Executive Board performs periodic services on behalf of the
Group.

Share allocation {deferred)

18 executive members (as definedin6.2) 338078
10 non-executive members (as defined in 5.2) 22 415
Total 360493
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Executive Board members must receive between 25% and 100% of their performance
related pay in shares. All shares awarded to the Executive Board are subject to a four year
deferral period. The bonus plan stipulates that Executive Board members must decide
on the final split between cash and shares by April. For the purpose of this disclosure, we
have assumed a take-up rate of 75%, which is in line with experience from previous
years. Such shares have a discounted taxable value of CHF 65.60.

Members of the Board of Directors receive an honorarium, 25% of which is in the form of
shares; the remainder may be taken either in the form of cash or shares with a four year

deferral period. Such shares have a discounted taxable value of CHF 65.60.

Number of shares held on 31 December 2004

18 executive memboers (as defined n5.2) 1200193
10 non-executive members (as defined in 5.2) 163872
Total 1364065

In addition to those shares held by the person in question on the reporting date, share-
holdings consist of any shares held by such person’s spouse, minars, and of directly con-
trolled companies.

Please refer to note 12 on “Stock compensation plans” on page 37-38 in the Financial
Statements.

Options
Executive members Exercise price (CHF)
Grant year 80 69 74 83 93 128 144 152 162 183
1996 (2) 18000

_____ 241000
404500

______________ 474000
5) 495000

In brackets: number of participating members

Non-executive members !
Exercise price (CHF)
Grant year 67 83 93 128 144 1886
2001 (1 10000
2002 (1
2003 (1
2005 (1

In brackets: number of participating members

20000 . | o
40 000

: - ... 20000
)
)

All options have a four year vesting period, during which there is a risk of forfeiture, and
an exercise period of six years. The exchange ratio is 1.1, ie each option entitles the ben-
eficiary to purchase one share at an unadjustable strike price.
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Restricted shares

In 2004, the beneficiaries of the long-term incentive award programme received, as an
alternative to the stock options, the right to opt for restricted shares. The applicable ratio
was four to one, ie four stock options equalled one restricted share. The restricted shares
vest after four years. During the vesting period, there is a risk of forfeiture. Beneficiaries of
long-term incentive awards will have the same choice between stock options and re-
stricted shares at grant in April 2005.

Overview of the restricted shares held in 2004
Share price as of date of grant CHF 23

3 executive members (as definedin©.2) 1 800
1 non-executive member (as defined in 5.2) 10000
Total 21500

Under the SWX Directive, Swiss Re is required to disclose the sum of the honorariums
(eg consultancy fees) and other remunerations billed to Swiss Re or any of its Group
companies by a member of a governing body, or parties closely linked to such persons
for additional services performed during the year under review, in the case of sums ex-
ceeding half of the ordinary remuneration of the member in question. No such additional
payments were made.

CHF millions
Mortgages and loans to 13 executive members o ) 328
Mortgages and loans to non-executive members none

All credit is secured against real estate or pledged shares. The terms and conditions of
loans and mortgages are the same as those available to all Swiss Re employees in the re-
spective locations. Fixed-rate mortgages have a maturity of five years and interest rates
that correspond 1o the five year Swiss franc swap rate plus a margin of 10 basis points.
Adjustable-rate mortgages have no agreed maturity dates. The basic preferential interest
rates equal the corresponding interest rates applied by the Zurich Cantonal Bank minus
one percentage point. To the extent that fixed or adjustable interest rates are preferential,
such values have been factored into the compensation sums given to the governing body
members under "“Compensation for acting members of governing bodies”, on page 81.

The compensation of the highest paid member of the Board of Directors (Peter Forst-
maoser) during the reporting year can be broken down as follows:

Number of shares/aptions CHF millions
Compensation
(asdefined 62, 020e81) 7
Number of shares
(as defined in 5.4, page 81) 12070 ‘
N opt.i.ém.s‘ AL e e e o L
(as defined in 5.6, page 82) 40000

The options run for ten years and have a four year restriction period during which there is
a forfeiture risk. The deferred shares have a discounted taxable value of CHF 65.60.
Based on the value of the shares, the option has a value of CHF 20.70 at grant date.
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6 Shareholders’ participation rights

Voting right restrictions, statutery group clauses, exception rules
There are no voting right restrictions, no statutory group clauses and hence no rules on
making exceptions.

Reasons for making exceptions in the year under review
No exceptions were made.

Procedure and conditions for cancelling statutory voting right restrictions
As there are no voting right restrictions, there is neither a procedure nor a condition for
their cancellation.

Statutory rules on participating in the General Meeting of sharehoclders if differing
from legal provisions

[n line with the legal pravisions, any sharehalder with a voting right may have his/her
shares represented at any General Meeting by another person authorised in writing or by
corporate bodies, independent proxies or proxies for deposited shares. Such representa-
tives need not be shareholders.

The Articles of Association do not provide for any statutory guorums, Any General Meet-
ing of shareholders passes resolutions by an absolute majority of the votes validly cast,
subject to the compulsory exceptions provided by law.

The statutory rules on the convocation of the General Meeting of shareholders corre-
spond with the legal provisions. Accordingly, the General Meeting of shareholders is
summoned at least 20 days before the date of the meeting by notice published in the
Swiss Official Gazette of Commerce.

The Board of Directors announces the agenda. Shareholders with voting powers whose
combined holdings represent shares with a nominal value of at least CHF 100000 may,
up to 45 days before the date of the meeting, demand that matters be included in the
agenda. Such demands must be in writing and must specify the items and the proposals
t0 be submitted.

There is no statutory rule on the deadline for registering shareholders in connection with
the attendance of the General Meeting. In recent years, Swiss Re has acknowledged
voting rights of shares which were registered at least two working days before the Gen-
eral Meeting. In 2004, the qualifying date was Wednesday, 12 May, while the Annual
General Meeting was held on Friday, 14 May.

7 Changes of control and defence measures

Swiss Re has not taken any defence measures against take-over attempts. The governing
bodies believe that the best protection is a fair valuation of the shares. They believe in
the efficiency of a free market rather than relying on defence measures that normally
have a long-term negative effect on the share price development. Therefore, there are no
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statutory rules on “opting up” or “opting out”. Should a shareholder reach the threshold
of 33%3% of all voting rights, then, pursuant to the Stock Exchange Act, he/she would be
required to submit a general take-over offer. ("Opting up” is a statutory rule based on
which the triggering threshold would be lifted to a higher percentage, while “opting out”
is a statutory rule waiving the legal duty to submit an offer.)

Unvested bonus shares, share options, and certain other employee benefit programmes
would vest upon a change of control. Rights of members of the governing bodies are
identical to those of employees generally.

8 Auditors

PricewaterhouseCoopers AG, then known as Revisuisse Price Waterhouse AG, were
elected as Swiss Re’'s auditors at the Annual General Meeting of 25 November 1991
and, since then, have been re-elected annually.

Mr Michael P. Nelligan and Mr Ray J. Kunz took up office as head auditors responsible
for the existing auditing mandate as of 1 January 1997 and 1 July 2001, respectively. As
of 1 January 2004, Mr David J. A. Law took aver the position of Swiss Re's lead audit
partner from Mr Nelligan who retained his responsibility for the audit of the 2003 finan-
cial statements. His involvement ended in June 2004,

The following summarises fees for professional services for the year ended 31 December
2004.

Audit fees
PricewaterhouseCoopers CHF  21.8 million

Audit related fees
PricewaterhouseCoopers CHF 1.8 million

Audit related fees comprise, among other things, amounts for due diligences, comfort
letters. accounting advice, information systems reviews and reviews on internal controls.

In addition to the fees described above, aggregate fees of CHF 2.4 million were billed by
PricewaterhouseCoopers during the year ended 31 December 2004, primarily for the
following:

Income tax compliance and related tax services CHF 0.9 million
Other fees CHF 1.5 million

Other fees comprise, among other things, amounts for accounting, actuarial and legal
advisory, benchmarking studies and treasury advisory services.

The Board of Directors has established the Audit Committee, which holds four meetings

a year and to which the two head auditors are regularly invited as advisory guests. The
Audit Committee evaluates the external auditor annually and, having considered alterna-
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tives, recommends one firm to the Board for election at the following Annual General
Meeting of shareholders. The Audit Committee cooperates closely with the elected exter-
nal auditor. In particular, it consults the auditor in respect of significant risks, contingen-
cies or other obligations of the company; it reviews and approves the planned audit serv-
ices and discusses the audits with the auditor; it approves in advance non-audit services
expected to be provided by the auditor and reviews and approves other nan-audit servic-
es that have been pre-approved by the Chairman of the Audit Committee between Audit
Committee meetings; it reviews major changes to the company’s accounting principles
and practice brought to its attention by the auditor; together with the auditor. it reviews
the adequacy and efficacy of the financial reporting process, the system of internal con-
trols and quality control procedures, as well as any other significant findings and recom-
mendations; according to its charter, it would periodically meet with the auditor to review
any significant disagreement between management and the auditor, if and when such
disagreements arise; it discusses with the auditor the results of the annual audit, and in
particular the auditor’s report on the financial statements, necessary changes in the audit
plan, critical accounting policies and alternative accounting treatments that have been
discussed with management. The Audit Committee’s discussions include considering
the possible conseguences of using such alternatives and investigating the treatment
preferred by the auditor. It also discusses other material written communications with
management, such as management letters or schedules of unadjusted differences; the
auditor is requested, at least once a year, to supply a formal written statement delineat-
ing all relationships with the company that might affect auditor independence: it actively
engages in a dialogue with the auditor in respect of any disclosed relationships or servic-
es that mightimpact the auditor’s objectivity and iIndependence, and recommends to the
Board of Directors appropriate action in response to the aforementioned statement; it
obtains from the auditor and reviews, at least annually, a report describing the auditor’s
own guality control procedures, and any material issues raised by the most recent inter-
nal reviews, or inquiries or investigations by governmental or professional authorities
within the preceding five years, and any steps taken to deal with any such issues; and it
reviews the audit fees and the fees paid to the auditor in respect of non-audit services.

9 Information policy

One of the guiding principles in Swiss Re’s Corporate Philosophy is “clear and open com-
munication”. As a result, the Group's information policy goes beyond legal requirements,
aiming to meet best practice standards established by global industry peers.

Swiss Re maintains a close relationship with the financial community and the broader
public by using all available communication channels. The company’s website includes
full details of its corporate disclosure. Swiss Re is strongly committed to treating all inves-
tors equally. Meetings dealing with important corporate information are held with institu-
tional investors and analysts; they can also be followed by private shareholders via tele-
phone conference or on the Internet.

Swiss Re prevents selective disclosure by observing ad-hoc publicity rules, and a policy

of restrictions for the so-called "close period” during which the financial results are final-
ised. The close period commences on a given date preceding the official publication of
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the financial results and lasts until such publication has been made. No meetings are
held with analysts or investors during this close period. In addition, members of the gov-
erning bodies, their secretariats and employees preparing or communicating material
non-public financial information are subject to close period communication and trading
prohibitions.

Swiss Re reports semi-annually on its financial performance and on an ad-hoc basis
to announce important corporate news. Furthermore, Swiss Re organises events with in-
vestors and analysts where specific topics are discussed.

In addition to these events, Swiss Re holds frequent meetings with institutional investors
and participates in investors’ conferences organised by investment banks. Presentations
which are used to present Swiss Re at such conferences are made available to the public

on the company’s website.

For contact information, please see back cover of the Business Report 2004,
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Corporate news in 2004 and method of dissemination

Date News Method of dissemination
14 January ‘Nomination of former Federal News release
Councillor of Switzerland Kaspar
Villiger for election to the Board of
Directors
5 February Announcement of acquisition of News release

CNA'’s life book in Admin ResM™
transaction

16 February

Reporting of 2004 non-life
renewals

News release and telephone
conference

2 March Appointment of Benjamin Meuli as News release
Chief Investment Officer
25 March Annual reporting 2003 News release, press conference
and analysts’ meeting in Zurich
(including telephone conference
and webcasting)
3 May Jury verdict on World Trade Center News release
14 May 140th Annual General Meeting Meeting in Zurich and news
release
17 May Reporting of life and health News release and telephone
embedded value 2003 conference
3 June Announcement of appointments News release
as of 1 January 2005: Christian
Mumenthaler as Chief Risk Officer
and Charlotte A. Gubler as Head of
Communications & Human
Resources
1 July Placement of EUR 672 million News release
mandatory convertible securities
1 July Announcement of acquisition of News release
Life Assurance Holding
Corporation Ltd in Admin ResSM
transaction
26 August Interim reporting 2004 News release, press conference
and analysts’ meeting in London
(including telephone conference
and webcasting)
26 August Announcement of Jacques Aigrain Announcement integrated into

as Deputy CEO

news release of interim reporting

August to October

Claims estimates for US hurricanes
and Japanese typhoon

News releases

19 November

Requests to provide
documentation on non-traditional
insurance products

News release

23 November

Insight into the Group's risk
management framework and
disclosure of internal risk model

News release and Investors” day in
Ruschlikon {including telephone
conference and webcasting)

30 December
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Claims estimate for the tsunami in
the Indian Ocean

News release
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Swiss Re's goal is to provide the financial community with appropriate
corporate disclosure, thereby allowing the most efficient pricing of its securities.
The Group considers the capital market’'s appreciation of its credibility
and its diversified investor base as key assets.

Swiss Re share price performance

in 2004

Swiss Re’s share price did not perform

in line with global equity markets during
2004 it fell 1.6% while its benchmark
indices, the Swiss Market Index (SMI) and
Dow Jones Europe STOXX Insurance
Index (STOXX Ins. Index), rose 5.4%

and 11.0% respectively. The share price
reached its highest level for the year,

CHF 97.0%, on 20 February and its lowest,
CHF 66.3b, on 16 August. The average
daily volume traded amounted to 1.3 mil-
lion shares on-exchange and 0.5 million
shares off-exchange.

Swiss Re's shares outperformed the
benchmark indices by 1.8 (SMI) and 3.9
(STOXX Ins. Index) percentage points in
the first quarter, when Swiss Re an-
nounced its Admin ReS™ transaction with
CNA and published its non-life January
2004 renewals and 2003 annual results.
During the second quarter, Swiss Re’s
shares underperformed the SMI and the
STOXX Ins. Index by 6.8 and 9.8 percent-
age points respectively. The third quarter
proved to be the worst in terms of per-
formance. Frequent adverse news about
the insurance industry, including hurri-
canes, typhoons and reserving exercises,
depressed investor sentiment. The in-
surance industry performed positively in
the fourth quarter despite investigations
by New York's Attorney General and the
SEC into US broker business and non-tra-
ditional insurance products. At 12.9%,
Swiss Re's shares rose more than the in-
dustry (11.4%) and outperformed the SM!
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by 8.7 percentage points during that pe-
riod. From its year low on 16 August, the
share had regained 22.2% by the end of
2004.

Shareholder base

Swiss Re's shareholder base is well diver-
sified, both geographically and in its ratio
of private to institutional investors. Around
92% of Swiss Re's 57 0b7 shareholders
are private individuals, of whom 90% hold
fewer than 2000 shares. Institutional
shareholders hold roughly two thirds of
Swiss Re's share capital.

The vast majority of Swiss Re's private

shareholders are domiciled in Switzerland.

Its large institutional shareholder base is
geographically diverse, with 33% of share-
holders domiciled in Switzerland, 33%

in Europe (excluding Switzerland), 31% in
North America and 3% throughout the
rest of the world. Socially responsible in-
vestors {those who focus specifically

on social, environmental and corporate
governance factars) account for approxi-
mately 2% of Swiss Re's shares.

Index representation

Swiss Re is a member of many indices,
including the SMI, the Dow Jones STOXX
50 and the Financial Times Stock Ex-
change Eurotop 100. The composition of
these indices is primarily based on free-
float market capitalisation; this favours
Swiss Re, as it has a 100% free float in re-
lation to its shares entitled to dividend.
Swiss Re is also a member of various sus-
tainability indices, including the Dow

Jones Sustainability and FTSE4Good in-
dex families.

Swiss Re's weighting in indices
as of 6 January 2005

Swiss/blue chip indices Index weight (in %)

SM . 378
sP 337
DJSTOXX 80 . e 389
FTSE Eurotop 100 0.49

Insurance indices Index weight {in %)

DJ Europe STOXX Insurance . bba
Bloomberg Europe 500 Insurance 533
FISEE300Insurance 7.73
Thomsdn ﬁeinéurance Index world 3222

Sustainability indices Index weight (in %)

DJsI World e 0229
DJSI STOXX o 958
FTSE4Good Global L 009
FTSE4Good Europe B0 0.47

Swiss Re share identification

Swiss Re's shares are listed on the main
board of the SWX Swiss Exchange {SWX)
and traded on the virt-x exchange under
the symbol "RUKN". In 2004 the average
daily turnover of the Swiss Re share regis-
tered at the SWX amounted to CHF 104
million.

On 1 February 1898, Swiss Re launched
an American Depaository Receiots (ADR)
level 1 programme in cooperation with
Morgan Guaranty Trust Company of New
York. Under this programme, level 1 ADRs
are not listed but traded over-the-counter.
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One ADR corresponds to one Swiss Re
share.

Investor Relations homepage

The Investor Relations section of Swiss Re's
website (www.swissre.com/investorrela-
tions) hosts all corporate financial report-
ing back to 1997, as well as complete
share information in real time, including
price quotes, downloads of past share
prices, chart tools, an investment calcula-
tor, information on outstanding traded
bonds, presentations dating back to 1999
and much more. Swiss Re also publishes
the analysts’ views on the Group.

Share custody

Swiss Re offers its shareholders the op-
portunity to deposit shares in their name
with the Share Register in Zurich. Share
custody is free of charge and the appli-
cation form can be downloaded from
Swiss Re’s homepage.

Key share statistics 1998-2005'
1998 1989

Shareholder structure
As of 31 December 2004
Registered shares

1-200
201 2000

2001*20000 ...........
20001-100000
100001-200000

> 200001

Number of shareholders in%

137612410 e

Total number of registered shares 57057 213489834

Numberofunreglstered shares 96897 538 31 22
Number of shares entltled to d|V|dend 310 387 372 100 00
Identification numbers Share ADR level 1
Swiss Security Number (Valorennummer) 1233237 . -

ISIN

{International Securities ldentification Number) CHO012332372 US8708872051

Ticker symbols Bloomberg Telekurs Reuters
Share RUKN VX RUKN  RUKNVX
ADR level 1 SWCEY US SWCEY SWCEY.US

2000 2001 2002 2003 2004 20054

294619020 294619020

Shares issued

of which reserved for

293166020 321868120 322057870 322057870 322066174 322069379

________ coporatepurposes 8462800 8462800 8293560 7942280 7942280 7942280 7942280 7942280
of which reserved to

““““““ underlie convertible bond - 3736522 3736522 3736522 3736522 3736522

Shares entitled to dividend 286156220 286156220 284872460 310189318 310379068 310379068 310387372 310390577

CHF unless otherwise stated 1998 1999 2000 2001 2002 2003 2004 2005¢

Dividend paid per share 220 240 250 250 280 100 110 1.60°

12 15 L N i 28 2o 1A
785 855 10.39 —057 029 548 800
69.75 8680 8005 7285 5376 59.64 6197 .
17806 16365 19425 16700 9070 . 8350 .. 8110 . 85.25
207.25 19240 19625 20015 17126 10800 9705 . 8620
101.30 136.00 12755 114.00 7O 10 49.60 66.35 80.65
168 129 133 167 186 115 104 106

51236 46801 55336 51802 2815 25917 . 28172 26461

ADR price at year-end (USD) 125.00 101.50 118.75 101.00 65.50 67.40 71.80 73.95

T The 1988-2000 figures have been adjusted by the 20-for-1 share splitin 2001

2 Dividend divided by year-end share price of corresponding year

3 Based on shares entitled to dividend

4 All data as of 28 February 2005

5 Subject to approval at the Annual General Meeting of 9 May 2005
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Accident insurance

Accumulation risk

Acquisition costs

Admin ResM

Asset-backed securities

Asset-liability management

Aviation insurance

Business interruption

Capacity

Casualty insurance

Catastrophe bonds (cat bonds)

Cession

Claim

Claims handling
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Insurance of individuals or groups against economic risks in the event of death or tempo-
rary or permanent disability by accident. A branch of non-life insurance.

The risk that arises when a large number of individual risks are correlated such that a sin-
gle event will affect many or all of these risks.

That portion of an insurance premium which represents the cost of obtaining the insur-
ance business: it includes the intermediaries’ commission, the company’s sales expense,
and other related expenses.

Acceptance of a closed block of in-force life and health insurance business either
through acquisition or reinsurance, typically assuming the responsibility to administer the
underlying policies. Admin ReSM can also extend to the acquisition of an entire life insur-
ance company.

A security backed by notes or receivables against assets such as auto loans, credit cards,
royalties. student loans and insurance.

Management of a business in a way that coordinates decisicns on assets and liabilities.
Specifically, the ongoing process of formulating, implementing, monitoring and revising
strategies related to assets and liabilities in an attempt to achieve financial objectives for
a given set of risk tolerances and constraints.

Insurance of accident and liability risks, as well as hull damage, connected with the oper-
ation of aircraft.

Insurance covering the loss of earnings resulting from, and occurring after, destruction of
property; also known as “loss of profits” or “business income protection insurance”.

Maximum amount of risk that can be accepted in insurance. One factor in determining
capagcity is government regulations that define minimum solvency requirements. Capaci-
ty also refers to the amount of insurance coverage allocated to a particular policyholder
or in the marketplace in general.

Branch of insurance — mainly comprising accident and liability business — which is sepa-
rate from property, engineering and life insurance. In the US this term is used for non-life
insurance other than fire, marine and surety business.

Risk based securities that allow (re}insurance companies to transfer natural catastrophe

insurance risk to institutional investors in the form of bonds. Cat bonds help to spread

peak exposures (see insurance-linked securities).

Insurance that is reinsured: the passing of the insurer’s risks to the reinsurer against pay-
ment of a premium. The insurer is referred to as the ceding company or cedent.

Demand by an insured for indemnity under an insurance contract.

The work in connection with the investigation, settlement and payment of claims from
the time of their occurrence until settlement.
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Claims incurred and
claim adjustment expenses

Claims ratio

Coinsurance
Combined ratio

Commission

Commutation

Cover

Credit insurance

Directors’ and
Officers’ liability insurance

Disability insurance

Embedded value

Employers’ liability insurance

Engineering insurance

Equalisation reserves
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All claims payments plus the adjustment in the outstanding claims provision of a busi-
ness year and claim adjustment expenses.

Sum of claims paid, change in the provisions for unpaid claims and claim adjustment
expenses in relation to premiums earned.

Arrangement by which a number of insurers and/or reinsurers share a risk.
The combination of the non-life claims ratio and the expense ratio.

Remuneration paid by the insurer to its agents, brokers or intermediaries, cr by the rein-
surer to the insurer, for costs in connection with the acquisition and administration of
insurance business.

Transaction in which policyholders or insurers surrender all rights and are relieved from
all obligations under an insurance or reinsurance contract in exchange for a single cur-
rent payment.

Insurance and reinsurance protection based on a contractual agreement.

Insurance against financial losses sustained through the failure, for commercial reasons,
of policyholders’ clients to pay for goods ar services supplied to them.

Liability insurance for directors and officers of an entity, providing cover for their personal
legal liability towards shareholders, creditors, employees and others arising from wrong-
ful acts such as errors and omissions.

Insurance against the incapacity to exercise a profession as a result of sickness or other
infirmity.

Actuarially determined estimate of the economic value of the in-force life and health in-
surance operations of an insurance company (excluding any value attributable to future
new business). Embedded value earnings. defined as the change in the embedded value
over the year (after adjustment for any capital movements such as dividends and capital
injections). provide a measure of the performance of the life and health insurance opera-
tions of an insurance company.

Insurance taken out by employers covering employees against injuries arising out of their
employment.

Insurance covering the construction and erection of objects, and the insurance of
machinery in operating plants.

Reserves prescribed by local regulatory authorities for future claim fluctuations and for

large and catastrophic losses which are established and included in the unpaid claims
and claim adjustment expenses liabilities.
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European Medium Term Note (EMTN)

Expense ratio

Facultative reinsurance

Financial reinsurance

Fire insurance

Funded cover

Guaranteed Minimum
Death Benefit (GMDB)

Health insurance

IBNR (provision)

Impairment charge

Insurance-linked securities

Layer

Liability insurance
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A vehicle for raising funds by borrowing from the capital markets or from private inves-
tors. The EMTN programme itself is effectively a platform, under a standard documenta-
tion framework, from which to launch such issues on an ongeing basis.

Sum of acquisition costs and other operating costs and expenses in relation to premiums
earned.

Reinsurance of the insurer’s risks on an individual basis. The reinsurance company looks
at each individual risk and determines whether to accept or decline coverage.

Reinsurance that combines risk transfer with elements of risk finance.

Insurance against fire, lightning or explosion; it can also include insurance against wind-
storm, earthquake, flood and other natural hazards or political risks.

A reinsurance contract under which the ceding company pays high premiums to build a
fund from which to pay expected losses. The premium less the reinsurance charge is
paid out to the ceding company in the future as loss payments, returned premiums, or
contingent commissions.

A feature of variable annuity business. The benefit is a pre-determined minimum amount
that the beneficiary will receive upon death.

A generic term applying to all types of insurance indemnifying or reimbursing for losses
caused by bodily injury or sickness or for expenses of medical treatment necessitated by
sickness or accidental bodily injury.

Provision for claims Incurred But Not Reported by the balance sheet date. In other words,
it is anticipated that an event will affect a number of policies, although no claims have
been made so far, and is therefore likely to result in liability for the insurer.

Adjustment in the accounting value of an asset.

In risk securitisation, bonds issued by an insurance or reinsurance company or corpora-
tion and purchased by institutional investors. The underlying risk of the bond is a peak
or volume insurance risk, and the payment of interest and/or principal depends on the
occurrence or severity of an insurance event.

Section of cover in a non-proportional reinsurance programme in which total coverage

is divided into a number of consecutive layers starting at the retention or attachment
point of the ceding company up to the maximum limit of indemnity. Individual layers may
be placed with different (re)insurers.

Insurance for damages that a policyholder is obliged to pay because of bodily injury or

property damage caused to another person or entity based on negligence, strict liability
or contractual llability.
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Life insurance

Marine insurance

Motor insurance

Net reinsurance assets

Non-life insurance

Non-proportional reinsurance

{also excess of loss reinsurance)

Nuclear energy insurance

Operating revenues

Premium

Premiums earned

Premiums written

Product liability insurance

Professional indemnity insurance

Property insurance

Proportional reinsurance

Quota-share reinsurance
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Life insurance, sometimes referred to as life assurance, provides for a payment of a sum
of money upon the death of the insured. In addition, life insurance can be used as a
means of investment or saving.

Line of insurance which includes coverage for property in transit {cargo), means of trans-
portation (except aircraft and mator vehicles), offshore installations and valuables, as

well as liabilities associated with marine risks and professions.

Line of insurance which offers coverage for property, accident and liability losses involv-
ing motor vehicles.

Receivables related to deposit accounting contracts (contracts which do not meet risk
transfer requirements) less payables related to deposit contracts.

All classes of insurance business with the exception of life insurance.
Form of reinsurance in which coverage Is not in direct proportion to the original insurer’s
loss; instead the reinsurer is liable for a specified amount which exceeds the insurer’s

retention.

Property and liability insurance for atomic reactors, power stations or any other plant
related to the production of atomic energy or its incidental processes.

Premiums earned plus net investment income plus other revenuss.

The payment, or one of the periodical payments, a policyholder agrees to make for an
insurance policy.

Premiums an insurance company has recorded as revenues during a specific accounting
period.

Premiums for all policies sold during a specific accounting period.

Insurance of the liability of the manufacturer or supplier of goods for damage caused by
their products.

Liability insurance cover which protects professional specialists such as physicians,
architects, engineers, lawyers, accountants and others against third party claims arising
from activities in their professional field; policies and conditions vary according to pro-
fession.

Collective term for fire and business interruption insurance as well as burglary, fidelity
guarantee and allied lines.

Form of reinsurance in which the premiums and claims of the insurer are shared propor-
tionally by the insurer and reinsurer.

Form of proportional reinsurance in which a defined percentage of all risks held by the
insurer in a specific line is reinsured.
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Reinsurance

Reserves

Retention

Retrocession

Return on equity

Return on investment

Return on operating revenues

Return on total revenues

Risk

Risk management

Securitisation

Stop-less reinsurance

Surety insurance
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Insurance for insurance companies which spreads the risk of the direct insurer. Includes
various forms such as facultative, financial, non-proportional, proportional, quota-share,
surplus and treaty reinsurance.

Amount required to be carried as a liability in the financial statements of an insurer or
reinsurer to provide for future commitments under outstanding policies and contracts.

Amount of risk which the policyholder or insurer does not insure or reinsure but keeps for
its own account.

Amount of the risk accepted by the reinsurer which is then passed on to other reinsur-
ance companies.

Net income as a percentage of time-weighted shareholders’ equity.

Investment result as a percentage of average invested assets. Invested assets include
investments, funds held by ceding companies, net cash equivalents and net reinsurance
assets. Average invested assets are calculated as opening balance plus one half of the
net asset turnover.

Measure of profitability in the Life & Health Business Group: the operating result (operat-
ing income excluding non-participating realised gains and losses) as a percentage of
operating revenue {premiums earned, net investment income and participating realised
gains and losses) plus other revenues.

Measure of profitability in the Financial Services Business Group: the operating result
(operating revenuss less the sum of acquisition costs, claims and claim adjustment
expenses and operating costs) as a percentage of operating revenues (premiums earned
and net investment income plus trading revenues and fees and commissions).

Used in an abstract sense to indicate a condition of the real world in which there is a
possibility of loss; also used by insurance practitioners to indicate the property insured
or the peril insured against.

Management tool for the comprehensive identification and assessment of risks based on
knowledge and experience in the fields of natural sciences, technology, economics and
statistics.

The process of aggregating similar instruments, such as credit portfolios or insurance
risks. and marketing them to investors as a negotiable security.

A form of reinsurance that protects the ceding insurer against an aggregate amount of
claims over a period, in excess of either a stated amount or a specified percentage of
estimated benefit costs. An example of this type of cover is Employer Stop Loss (ESL)
which is used by US companies to cap losses on self-funded group health benefit pro-
grammes. The stop-loss can apply to specific conditions or aggregate losses.

Sureties and guarantees issued to third parties for the fulfilment of contractual liabilities.
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Surplus reinsurance

Treaty reinsurance

Underwriting result
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Form of proportional reinsurance in which risks are reinsured above a specified amount.

Participation of the reinsurer in certain sections of the insurer’s business as agreed by
treaty, as opposed to single risks.

Premiums earned less the sum of claims paid, change in the provision for unpaid claims
and claim adjustment expenses and expenses (acquisition costs and other operating
costs and expenses).

Some of the terms included in the glossary are explained in more detail in note 1 “Organ-
isation and summary of significant accounting policies” in the Financial Statements.

Swiss Re uses some of the term definitions provided by the glossary of the International

Association of Insurance Supervisors (IAIS). For additional insurance terms, please refer
to Swiss Re’s online glossary of technical terms at www.swissre.com
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Certain statements contained herein are
forward-looking. These statements pro-
vide current expectations of future events
based on certain assumptions and include
any statement that does not directly relate
1o a historical fact or current fact. Forward-
looking statements typically are identified
by words or phrases such as “anticipate”,
“assume”, “believe”, “continue”, “esti-
mate”, "expect”, “foresee”, “intend”, "may
increase” and "may fluctuate” and similar
expressions or by future or conditional
verbs such as “will”, “should”, "would” and
“could”. These forward-looking statements
invalve known and unknown risks, uncer-
tainties and other factors, which may
cause Swiss Re's actual results, perform-
ance, achievements or prospects to be
materially different from any future results,
performance, achievements or prospects
expressed or implied by such statements.
Such factors include, among others:

o cyclicality of the reinsurance industry;

o changes in general economic condi-
tions, particularly in our core markets;

o uncertainties in estimating reserves;

o the performance of financial markets;

o expected changes in our investment
results as a result of the changed
composition of our investment assets
or changes in our investment policy;

o the frequency, severity and develop-
ment of insured claim events;

=

o acts of terrorism and acts of war;

o mortality and morbidity experience;

o policy renewal and lapse rates;

o changes in rating agency policies or
practices;

o the lowering or withdrawal of one or
more of the financial strength or
credit ratings of one or mare of our
subsidiaries;

o changes in levels of interest rates;

o political risks in the countries in which
we operate or in which we insure risks;

o extraordinary events affecting our
clients, such as bankruptcies and liqui-
dations;

o risks associated with implementing our
business strategies;

o changss in currency exchange rates;

a changes in laws and regulations,
including changes in accounting stand-
ards and taxation requirements; and

o changes in competitive pressures.

These factors are not exhaustive. We
operate in a continually changing environ-
ment and new risks emerge continually.
Readers are cautioned not to place undue
reliance on our forward-looking state-
ments. We undertake no obligation to
publicly revise or update any forward-look-
ing statements, whether as a result of

new information, future events or other-
wise.
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Swiss Re at a glance

Swiss Re — a well diversified
global reinsurer

Growth and diversification
strategy since 1995

Swiss Re is one of the world's leading reinsurers and the world's largest life and health
reinsurer. The company operates through more than 70 offices in over 30 countries.
Swiss Re has been in the reinsurance business since its foundation in Zurich, Switzer-
land, in 1863.

Through its three business groups Property & Casualty, Life & Health and Financial Ser-
vices, Swiss Re offers a wide variety of products to manage capital and risk. Traditional
reinsurance products, including a broad range of property and casualty as well as life
and health covers and related services, are complemented by insurance-based corporate
finance solutions and supplementary services for comprehensive risk management.

Premiums earned

30000 CHF millions 9% 10% 1%
10% .
20000 399% 10% 7 ]J —‘ o
20% 2 AL o | 35% : | 30%
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2448 2475
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Return on equity

15 in %
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" Net income divided by average of shareholders’ equity (1996 estimated)

The 1995 and 1996 figures represent the previously applied accounting policy and
the former Group structure.
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News 2004

o Netincome of CHF 2.5 billion, up 45%;
return on equity increased to 13.6%,
above the three year average target of
13%

o Excellent investment return of 5.8% in
low interest rate environment

o Property &Casualty Business Group:
combined ratio of 88.4% unchanged
from 2003 despite high claims activity
from natural catastrophes

o Life &Health Business Group: return
on operating revenues increased to $.1%;
two largest Admin Res¥ transactions
successfully compieted in the US and UK

s Financial Services Business Group:
strong improvement in operating income
of 25% mainly driven by premium busi-
ness

= Significant rise in dividend payment of
45% to CHF 1.60 per share

Share performance

200 Share price in CHF (logarithmic scale)

Key figures

CHF millions unless otherwise stated 2003 2004 Change in %

Property&Casualty Business Group

Premiums earned 17409 15987 -8

Combined ratio {in %) 98.4 98.4

Life&Health Business Group .

Prermums earned 10229 10205 0

Operating revenues ....13314 13434 1

Return on operatlng revenues (m %) 87 9.1

Fmanclal Servnces Business Group ‘

Premum busness Prmoms serea.
Combmed ratlo tradmonal busmess (in %) 947 92.9

Fee business Tota revenues o812 e85

Return on total revenues, excludmg

proprietary asset management {(in %) 14.7 12.9
Group e -
Premiums earned 30 740
Netincome 1702 |
Earnings per share {in CHF) 848 8.00 46
Dividend pershare (in CHF) e 1.10.. 1607, 45
Shareholdsrs’ equity o 18511 . 19177 4
Retunonimvestment(n%) 31 58
Returnonequity (N%) o 102 136
Number of employees 7949 8359 5

! Subject to approval at the Annual General Meeting of 9 May 2005

Market information as of 28 February 2005

Share price {in CHF)

Market capitalisation (|n CHF mllhons)

Performance 1995-28 February 2005 {p.a.) 2004
Swiss Re (in %) e 94 -1.8
Swiss Performance Index (in%) D089
DJ Europe STOXX Insurance Index (m %) 48 79
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Chairman and CEOQ letter

Fellow shareholders, colleagues, ladies and gentlemen

We are pleased to report thatin 2004 earnings increased by 45% to CHF 2.5 billion
or CHF 8.00 per share. The return on equity was 13.6%. In a year characterised by
exceptional natural catastrophe events, this result represents significant progress and
highlights the value of Swiss Re’s diversified risk portfolio.

Swiss Re’s largest product line, property and casualty reinsurance, is cyclical in nature
and our strategy for revenue growth is managed according to the phase of the cycle.
During the four year period 2000 to 2003, as prices were rising, we secured premium
growth measured in Swiss francs of 80%, almost twice the growth rate in the global
market. In 2004 our policy was 10 sustain the quality of earnings on this higher premium
base and, as a consequence, we experienced a small reduction in top line revenues.
Measured in original currencies, this was offset by growth in our life reinsurance portfolio
which is not subject to the same cyclicality. Growth in our life and health business was
reinforced by our most successful year for Admin ReS™ transactions with CHF 1.4 billion
of capital successfully invested in this product. The US dollar declined sharply against
the Swiss franc for the second successive year, and while overall the Group’s revenues
rose by 3% in original currencies, in Swiss francs they fell by 1%.

Earnings were also affected by the weak dollar but good operating performance from ali
business lines and invested assets more than compensated for the currency impact.
Notably, the return on investments of 5.8% was ahead of expectations at a time when
financial markets are experiencing persistently low interest rates. The Property & Casualty
Business Group's claims associated with the high level of windstorm activity and the
tsunami were estimated to be CHF 1.1 billion, CHF 760 million higher than the natural
catastrophe claims in 2003. Although part of this additional claims burden was offset by
a release of CHF 241 million from equalisation reserves, the balance directly impacted
results, worsening the combined ratio by 3.2 percentage points relative to 2003. The
fact that the achieved combined ratio was unchanged year on year illustrates the contin-
uing quality improvement in the total portfolio of risk. The Group's life and health
business again met expectations and provided a stable contribution to earnings. Fee
business earnings were in line with the prior year.

It was an exceptional year for natural catastrophes where globally insured claims reached
USD 46 billion, the largest ever recorded in a single year. Windstorms were the pre-
dominant cause with four Atlantic hurricanes making landfall in the state of Florida and
ten Pacific typhoons impacting Japan. These risks lie at the heart of our value propo-
sition to clients as we help them to manage the effects of low frequency, high severity
events. We constantly refresh our pricing and risk accumulation limits for this risk

class; our windstorm models, for example, simulate 50000 years of storm tracks and
the 2004 storms produced no surprises to expected loss scenarios. As indicated in our
letter last year, going forward we will be paying increasing attention to the changes in
possible windstorm patterns arising from global warming.

The tsunami is not subject to the same quality of statistical analysis and the devastation
caused by a category 9 earthguake deep in the Indian Ocean shocked the world. This
event will always be measured more by the irreparable human tragedy than its economic
loss. Insurance payments will make some contribution to rebuilding communities which
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have suffered loss, as new construction creates jobs and helps to stimulate economic
growth. Importantly, we hope that better defence mechanisms are in place before any
recurrencs.

The New York Attorney General and other regulators have challenged insurers with
respect to the transparency of certain industry practices, notably in relation to types of
broker commission and so-called non-traditional contracts of insurance. We have re-
sponded quickly and fully to all requests for information by regulatory authorities and will
continue to do so.

There has been an increasing level of discussion about appropriate models for managing
capital and risk in the insurance industry, especially in the context of the European
Union's Solvency Il requirements. We are seeing, and warmly welcome, growing accept-
ance of risk-based internal models. We have included an expanded commentary on

this important subject in the “Risk and capital management” section of our Business Re-
port. We will continue to work with regulators, rating agencies and investors to help
implement appropriate capital models, enhance disclosure requirements and make more
apparent the benefits of a well-diversified reinsurance business.

During 2004 Swiss Re streamlined its strategic goals along four themes;

o Actively manage the cycle for profits

o Optimise organic and transactional growth

o Extend our leadership position in Asia

o Accelerate the balance sheet {through risk securitisation)

Together these goals express our commitment to sustaining growth in earnings and to
being a strategic teader in our industry.

Our activities in Asia have progressed particularly well. In the last 15 months our infra-
structure has been strengthened by the move to branch status in China. Japan and
Taiwan, adding to five existing branches in the region and our growing strength in locally
based insurance expertise and client management. Asian insurance markets continue
to show impressive growth prospects. China and India have drawn much attention due
to their huge populations, growing economic importance and rapid dereguliation. Super-
visory bodies in these countries have started to align local underwriting and investment
regulations with international best practice, creating a good climate for business. To build
on these achievements, Swiss Re would encourage government bodies in India to fur-
ther boost the development of the insurance market by relaxing restrictions on foreign
access. Allowing wholly-owned reinsurance branches would stimulate competition and
investment.

Our industry has for too long been satisfied with an expensive business model which has
two material shortcomings: a high level of frictional cost, which we believe can be sig-
nificantly reduced through better use of technolegy: and an inefficient and therefore
expensive approach to capital management. This is an area where we believe risk secu-
ritisation can greatly improve matters. Swiss Re has been a pioneer in this field adding
investment banking capabilities to our already existing expertise in risk. Transferring
insurance risks to the capital markets, as we did in January of 2005 for a segment of our
life portfolio, accelerates and improves profitability and releases funds to generate

future business growth. We are focused on extending this activity.




The earnings outlook for Swiss Re is positive. Uncertainties associated with some past
underwriting years are dissipating and the quality improvements enjoyed in more recent
business years will underpin operating results. The successful repricing of our US life port-
folios and the 2005 non-life renewal serve to reinforce this message. Although we antici-
pate some softening of the pricing environment over time, we expect pricing in the near
term to remain at levels which deliver attractive shareholder returns. We will use our abil-
ity to underwrite closed portfolios of risk such as in Admin ReS™ to supplement organic
growth. Our target is to deliver 10% growth in earnings per share over the business cycle.

The Board of Directors is pleased to recommend to shareholders a dividend increase
from CHF 1.10 per share in 2003 to CHF 1.60 per share in 2004 This increase reflects
the Board's confidence in future earnings and long-term growth prospects.

We are pleased to report that Jakob Baer has made himself available to join our Board of
Directors. His election will be proposed at the Annual General Meeting on 8 May 2005.
Mr Baer served as CEO of KPMG Switzerland from 1994 until his retirement in 2004. His
outstanding experience in finance and as a lawyer is an excelient addition to our Board.

Jorge Paulo Lemann has decided to step down from the Board to devote more time to his
own businesses. We would like 1o express the Board's appreciation for his valuable con-
tribution over the last six years.

Rudolf Kellenberger and Bruno Porro reached retirement age in early 2005; their re-
spective responsibilities as Deputy CEO and Chief Risk Officer were passed to Jacques
Aigrain and Christian Mumenthaler on 1 January 2005. We thank Ruedi and Bruno
warmly for their long and outstanding contributions to the achievements of Swiss Re and
wish Jacques and Christian every success in their new roles. At the same time, we con-
gratulate Charlotte Gubler, who has taken over as Head of Communications & Human
Resources from Walter Anderau. We wish Walter success in his new role as Chairman of
Swiss Re's Centre for Global Dialogue. Swiss Re places high value on its extensive
management development programmes and it is gratifying to observe that once again
the right talent was available within the company at a time of change.

Ultimately, the success of Swiss Re depends on the skills, ideas and efforts of every
employee; on behalf of the Board of Directors and the Executive Board, we want to thank
them all for their commitment and invaluable contribution. We are grateful to our clients
for the trust they place in us and to our shareholders for their continued support. We look
forward to another year in which we will apply our strategic priorities to deliver strong,
sustainable earnings to our shareholders and long-term value to all our stakeholders.

Zurich, 17 March 2005

= S

Peter Forstmoser John R. Coomber
Chairman of the Board of Directors Chief Executive Officer
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Group results

Strong improvements across all business groups and an excellent
investment return led to net income of CHF 2.5 billion for 2004.
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Premiums earned decreased by 4% to
CHF 29.4 billion compared to 2003.
Excluding the effect of foreign currency,
the decrease was 1%.

The Swiss franc appreciated 8% against the
US dolfar compared to 2003 average rates,
As Swiss Re's business is global, currency
fluctuations can markedly affect the com-
parison of year-on-year reported figures.

The Property & Casualty Business Group
reported premiums earned of CHF 16.0
pillion, down 8% from 2003. This de-
crease was largely due to higher client
retentions in non-traditional business.
Excluding the impact of currency exchange,
the decrease was 5%.

Premiums in the Life & Health Business
Group were stable at CHF 10.2 billion. Ad-
justing for the effect of currency exchange,
premiums increased by 4%, due to growth
in Admin ReS™ business.

The Financial Services Business Group
increased premiums earned to CHF 3.2
billion, up 5% compared to the previous
year. Excluding currency exchange effects,
underlying growth was 9%.

The total investment result reached
CHF 6.0 billion in 2004, an increase of
20% compared to 2003.

Net investment income was CHF 4.9 bil-
lion, compared to CHF 4.6 billion in 2003,
representing a 10% increase at constant
exchange rates. This favourable develop-
ment was mainly driven by the combined
volume effect of strong organic cash flows
and large Admin ReSM transactions.

Net realised investment gains were

CHF 1.1 billion in 2004, driven by a solid
stream of capital gains on publicly trad-
ed and private equities. This is CHF 740
million more than in 2003, when substan-
tial gains on the fixed income portfolios
were partly offset by impairment charges.

Trading revenues were stable at constant
rates of exchange. The credit and asset
backed as well as insurance-linked securi-
ties businesses contributed to strong
revenue growth. However, this excellent
result was partially offset by trading
losses associated with reduced market
volatility.

Other revenues remained stable at
CHF 243 million, compared to CHF 236
million in 2003.

Claims and claim adjustment expenses
and life and health benefits decreased
from CHF 24.0 billion to CHF 23.2 billion.
Adjusted for the effects of foreign ex-
change, claims and claim adjustment
expenses and life and health benefits
increased by 1%. The significant impact
from natural catastrophes during the

year, net of equalisation, and continued
adverse development in liability business
was offset by the improvement in the
underlying profitability of current business.
Life and health benefits increased mainly
due to the impact of Admin ReS™ business.

Acguisition costs fell by 8% to CHF 6.3 bil-
lion in 2004 from CHF 6.9 billion in 2003.
Adjusting for currency exchange effects,
the decrease was b%. The acquisition cost
ratio decreased from 22.3% in 2003 to
21.5% in 2004.




Amortisation of goodwill fell by 12% com-
pared to 2003. Adjusted for currency
exchange effects, the decrease was 8%,
reflecting lower goodwill in the balance
sheet.

Other operating costs and expenses were
CHF 2.8 billion, an increase of 3% at
constant exchange rates. The increase
was mainly due to the Admin ReSM acqui-
sitions, partially offset by lower expenses
in other parts of the business including
the Corporate Centre, where expenses de-
creased by CHF 60 million. The overall
Group management expense ratio in-
creased marginally to 8.4% from 8.2% in
2003.

The tax expense in 2004 was CHF 892
million, compared to CHF 634 million

in 2003. This represents an effective tax
rate in 2004 of 26.5%.

The Group recorded net income of

CHF 2.5 billion, compared to a net income
of CHF 1.7 billion in 2003. Earnings

per share were CHF 8.00 compared to
CHF 5.48 in 2003.

The Group recorded net cash flow from
operating activities of CHF 6.6 billion, up
from CHF 4.8 billion in 2003, due mainly
to strong reinsurancecash flows.

Shareholders’ equity increased from
CHF 18.5 billion to CHF 19.2 billion. The
increase was mainly due to improved
earnings, partly offset by currency ex-
change effects. Return on equity in-
creased to 13.6% from 10.2% in 2003.

Income reconciliation

The following table reconciles the income
from Swiss Re’s business groups and

the operations of its Corporate Centre with
the Group consolidated net income

before tax.

Income reconciliation

CHF millions 2003 2004 Change in %
Business group operating income o o
ey s Canuaty e 2w 2
Lfe&Health | oo 1218 13047
Financial Services ' » 558 695 25
Total business group operating income 3593 4348 21
Corporate Centre expenses -403 ~343 -15
\te‘rﬁ.s excluded from the b‘L.J”S'meSS groupsﬂ:b »

‘Net realisedﬂmvestvment gains/losses -89 _______ H 26 -

Amortisation of gbody_\(iﬂ v v -315 -277 ‘ -12

Other income/expenses -450 —387 -14
Net income before tax 2336 3367 44

Net realised gains or losses on certain fi-
nancial instruments, amortisation of good-
will and other income and expenses —
such as indirect taxes, capital taxes and
interest charges — have been excluded in
the assessment of each business group’s
performance.

Group outlook

The outlook for property and casualty reinsurance remains positive, even though pressure
on premium rates and terms and conditions will continue, Swiss Re achieved another
successful renewal in January 2005 with prices remaining stable at attractive levels across
all lines of business. Swiss Re is deriving increased benefit from differentiated terms and
conditions, including more effective exciusion clauses, sublimits on named perils, reduced
deposit requirements, and the right to perform claims audits. These factors will help to
maintain good results going forward.

Within its life and health business, Swiss Re will continue to explore attractive opportunities
for Admin ReS™ in its key markets. Furthermore, the transfer of insurance risk to capital mar-
kets is expected to continue in 2005 and beyond.

Financial targets updated

Swiss Re is able to benefit from its leadership position by growing organically above the
underlying market and simultaneously capturing additional growth opportunities. However,
Swiss Re's clear priority is profitability before premium volume, and it uses its tools and
expertise to maximise economic profits throughout the insurance cycle. Swiss Re has there-
fore altered the way it sets its growth targets, which is now defined as 10% growth in
earnings per share, which, together with the return on equity target of 13%, reflects the
Group’s commitment to grow returns for shareholders.

Expectations for 2005

Provided that large claims are within expected levels, Swiss Re anticipates improved operat-
ing performance for the fourth consecutive year. The combined ratio for the Property & Casu-
alty Business Group is expected to be in the region of 96%.
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Investments

Swiss Re achieved an excellent investment performance despite historically low
interest rates, thanks to its ability to respond rapidly to investment opportunities.
The return on investment of 5.8% reflects good returns from fixed income and an
excellent contribution from equities.
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Key topics

Strong economic growth, led by US con-
sumers and China, made 2004 a relatively
good year for investments — although
investors’ appetite for incremental risk ap-
peared greater than returns would justify.
The resulting high liquidity contributed to
keeping interest rates low and credit
spreads tight. But 2004 was not a uniform
year and fixed income market participants
faced very different conditions in the sec-
ond half compared to the first half of the
year. Despite the tightening of monetary
policy in the US and the general trend
towards higher rates in the second quar-
ter, long-term rates levelled off in the US
and even receded below 1 January levels
in Europe in the second half of the year,
while short-term rates steadily increased.
This produced a flatter yield curve and a
wider difference between the long-term
rates in the two regions. Two other impor-
tant trends during the second half year
were the rise in oll prices and the decline
of the US dollar.

Swiss Re's diversified investment strategy
is designed to earn a spread over the
interest-bearing liabilities relating to the
life and health business and optimise total
returns on the rest of the portfolio. This

is done within closely monitored risk limits
that combine Value at Risk (VaR), shortfall,
stress testing and exposure limits. This
strategy delivered strong results in 2004,
The overall investment result, including
net realised gains, rose by close to CHF
1.0 billion or almost 20% compared to
2003. Net investment income increased

at constant exchange rates by 10% to
CHF 4.9 billion, as Swiss Re continued to
earn attractive yields on its large life and
health fixed income portfolio, combining a
long-term investment horizon with a disci-
plined focus on spread products.

Net realised gains more than doubled to
CHF 1.1 billion. Swiss Re’'s emphasis on
absolute return in its publicly traded equity
portfolio yielded strong realised capital
gains, echoed by gains on real estate and
diversified private equity holdings. In addi-
tion, netimpairment charges decreased

to CHF 82 million, down from CHF 725
million in 2003, a level mainly relating to
the 2002 stock market decline.

Swiss Re's investment portfolio grew by
close to 23% in Swiss francs, due both

1o strong organic cash flows and to the
assets acquired in two large Admin ResM
transactions. The Group has certain busi-
ness where policyholder funds are in-
vested in defined assets, and policyhold-
ers bear the investment risk on the assets.
These investments are now described as
assets held for linked liabilities and have
increased from CHF 2.4 billion in 2003 to
CHF 12.8 billion in 2004, mainly due to
the acquisition of Life Assurance Holding
Corporation Ltd's Windsor Life. Excluding
these assets, Swiss Re’s investment port-
folio growth was close to 12%; the fixed in-
come share increased from 88% to 91% of
total holdings; publicly traded equity hold-
ings decreased from 8% to 5%; and other
investments, mainly real estate and private
equity holdings, remained stable at 4%.




Fixed income

A flattening yield curve in the US became
apparent in the second half of 2004,
dampening investors’ expectations of a
rapid rate rise. But the main theme of the
last two quarters was the change in shape
of the curve in the main markets — the

US. the eurozone and the UK. Swiss Re
successfully dealt with these uncertain-
ties, actively managing yield curve and
interest rate risks to earn attractive risk-
adjusted returns while protecting the port-
folio against the risk of rapid rate hikes.

On the life and health portfolios, yield
enhancement strategies favoured spread
products, while tactical cpportunities

with yield curve volatility and credit events
generated excess returns. Duration man-
agement for accounts ather than life and
health focused on barbell strategies for
North America, which were successful as
the curve flattened.

Swiss Re's fixed income portfolio increased
to CHF 89 billion in 2004, compared to
CHF 78 billion in 2003, due to the same
factors that produced overall portfolio
growth. Net investment income on the
fixed income portfolio grew by 16% at
constant exchange rates. Net realised
gains were CHF 226 million in 2004,
down from the very high level of CHF 1.0
billion achieved as fixed income invest-
ment values peaked in 2003.

Equities

Swiss Re enjoyed very strong returns from
publicly traded equities in 2004. Most
stock markets posted modest gains com-
pared to those of 2003, but there was
great variability among the quarters and
markets, with Europe and Asia, in particu-
lar, outpacing the US. As an active,
diversified investor, Swiss Re was quickly
able to adapt its equity exposure to chang-
ing conditions, anticipating a rise after
the summer correction and favouring
European and Asian over US stocks, which
proved to be advantageous in the fourth

Allocation of investments as of 31 December 2004

Total CHF 98.5 billion’

5% Equities

4% Real estate and other

91% Fixed income

Investments by currency as of 31 December 2004

Total CHF 98.5 billion’

3% CHF
5% CAD

11% GBP

20% EUR

5% Other

56% USD

! Excluding assets held for linked liabilities of CHF 12.6 billion

quarter. Shortly before year end, Swiss Re
reduced its exposure in anticipation of

a short-term market correction and was
able to lock in sizeable capital gains. In
addition, the balanced private equity fund
of funds, built up over the years, delivered

Qutlook

solid results. Net realised investment gains
on publicly traded and private equities
rose to CHF 774 million, compared to

CHF 67 million in 2003, which included
net impairments of CHF 583 million main-
ly relating to the 2002 market decline.

Strong economic indicators and the continued tightening of monetary policy in the US all
indicate that interest rates should rise from current levels, and Swiss Re continues to expect
higher long-term interest rates by end 2005. However, there is a certain risk of lower rates
and flatter curves in the short term, especially during the first half of the year. The threats to
the positive economic outtook for 2005 continue to be rising oil prices, a potential hard land-
ing of China’s economy and a sharp and disorderly downward dollar correction. Swiss Re
will continue to actively monitor and manage these risks and has adopted barbell strategies
to quickly change the duration profile of its fixed income portfolio. In publicly traded equi-
ties, Swiss Re will continue to seize opportunities as they arise within the context of modest
market growth, and the Group expects another solid year for its private equity portfolio.
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Risk and capital management

Risk and capital management are key to Swiss Re’s business. Risk management
monitors the amount of capital required to support risk-taking activities.

Capital management monitors the level of capital available to support Swiss Re's
risk landscape. Swiss Re’s main objectives for capital and risk management

are to ensure controlled risk taking, ongoing adequate capitalisation and to main-
tain sufficient financial flexibility to profit from attractive business opportunities.

Risk management

Controlled risk taking requires a strong
risk management organisation and com-
prehensive risk management processes
to identify, assess and control the Group's
risk exposures.

Risk management principles

At Swiss Re, risk management is based on

four guiding principles that are applied

throughout the Group:

Controlled risk taking: financial strength
is important to Swiss Re's business. The
Group's overall risk limits are clearly
defined. Within these limits risk-taking
activities are directed towards busi-
nesses that provide shareholders with
attractive risk-adjusted returns.

w Clear accountability: Swiss Re operates
on the principle of delegated authority.
Business units are accountable for the
risks they take and their incentives are
aligned with Swiss Re’s overall busi-
ness objectives.

z Independent risk management func-
tion: to avoid conflicts of interest, risk-
taking activities have independent
oversight.

a Open risk culture: risk transparency and
responsiveness to change are integral
to Swiss Re's risk control process which
is designed 1o effectively facilitate time-
ly risk mitigation. Swiss Re has institu-
tionalised processes to facilitate risk
management knowledge sharing at all
levels.
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Integrated risk modelling

Swiss Re has developed its own internal
integrated risk model, which is used to de-
termine the amount of capital required to
support the risks on Swiss Re’s books and
to allocate overall risk-taking capacity to
specific lines of business.

Swiss Re's model is based on two impor-
tant principles. Firstly, an asset liability
management (ALM) approach to assess
risk, measuring its net impact on the eco-
nomic value of both assets and liabilities,
is used. Secondly, the impact of risk is
measured on an integrated basis, taking
into account the fact that a single risk
factor can impact different sub-portfolios
and different risk factors can exhibit de-
pendencies.

Based on these principles, it is possible to
obtain the probability distribution for the
Group's annual economic profit and loss,
specifying the likelihood that profit or loss
will fall within any given range. From this
distribution a base capital requirement is
derived that captures the potential for
severe, but rare, aggregate losses over a
one-year time horizon (see Table 1). One
widely used statistical measure to summa-
rise the risk distribution and define the
base capital requirement is the 99% Value
at Risk {VaR): a maximum loss that will be
exceeded in only one year out of a hun-
dred.

Swiss Re's overall risk exposure remained
stable between mid 2003 and mid 2004.
Exposure to market risk increased by 36%,
primarily because of increased equity ex-
posure from expired hedge positions that
were not renewed, as well as increased
corporate bond investment. Swiss Re's ex-
posure to life and health, credit, and fund-
ing and liquidity risk decreased between
mid 2003 and mid 2004. The decrease
in life and health risk was primarily due to
the impact of the fall in the US dollar on
the large portfolio of US dollar-denom-
inated life business, together with the Vita
transaction, which was Swiss Re’s first
mortality index-linked security issued in
the second half of 2003. Credit risk de-
clined mainly because of the improved
outlook for credit markets, particularly the
reduction in estimated default rates. The
funding and liquidity risk reflects risks with
respect to Swiss Re's use of letter of credit
(LoC) facilities. This risk arises from collat-
eralisation obligations linked to Swiss Re's
net asset value falling below a prede-
fined threshold. This risk has decreased as
Swiss Re's financial strength has improved.
More generally, in 2004 Swiss Re was
able to lock in significant multi-year LoC
capacity at attractive terms thereby ex-
tending the duration of its LoC capacity
substantially.

in addition to the 99% VaR, Swiss Re con-
siders other statistical measures. One
such measure is the so-called 99% ex-




pected shortfall. While 99% VaR measures
the maximum loss that will be exceeded
in only one year out of ane hundred, 99%
expected shortfall measures the average
of losses that occur with a frequency

of less than once in one hundred years.
The 99% expected shortfall is a more
conservative risk measure. Based on mid
2004 exposure data, the Group’s 89%
expected shortfall amounted to CHF 15.5
billion.

Stress scenario analyses complement the
integrated risk model by providing infor-
mation on the economic implications for
Swiss Re if certain adverse situations
arise. For insurance, the impact of rare in-
surance events is calculated; for finan-
cial markets and credit, the results of fairly
well established scenarios that are more
likely to occur have been chosen to facili-
tate comparison with other companies.
For more information, see Risk and capital
management in the Business Report
2004, page 46.

Capital management

Capital management, like risk manage-

ment, is one of Swiss Re's key tasks and

is based on the following guiding princi-
ples:

o ensure that the Group is adequately
capitalised at all times and able to
maintain financial strength after a large
loss event;

o meet the capital requirements of
Swiss Re’s legal entities;

o actively manage the capital adequacy
of the Group and its legal entities, taking
into account internal economic and
accounting views and rating agency
and regulatory solvency models.

Capital Management seeks to maintain an
optimal capital structure, giving Swiss Re
financial flexibility at optimal funding
costs. Swiss Re operates according to a
“one Group, one capital base” principle
when allocating funds.

Table 1. Base capital requirement using one year 99% VaR

CHF billions Mid 2003 Mid 2004 % change
Property and casualty 54 55 .2
Life and health 19T -1
Financiel market 36 49 .38
Credit 21 170
Funding and liquidity 11 07 -36
Simple sum M 185
Diversification effect 38 4.3
Swiss Re Group 10.3 10.2 -1
Table 2: Calculation of available capital
CHF billions Mid 2004
Shareholders'equity 194
Mark-to-market adjustments on investments' 05
NQn-Ilfé aﬁd life and health valuation adjugtnjen_;sz ________ 90
cvmsmonreseres
et
Goodwill -2.8
Tax* ana.ot.he‘rﬂ -25
Available capital 284

Includes fixed income securities (excluding fixed income securities backing life and health reserves),

investments in real estate, and own-use property

N

Includes discounting of non-fife reserves, life and health’s value

not recognised in the balance sheet, and other

w

Excludes EUR 672 million mandatory convertible security issued

in July 2004 which received full equity credit from Moody’s and Standard & Poor’s

IS

Tax impact on the above adjustments

Internal capital adequacy
Swiss Re determines the amount of capi-
tal it has available for buffering against

adverse claims experience as follows: first,

it adjusts published shareholders’ equity
for unrealised gains and losses on the
investment portfolio and for economic
values on liabilities, as far as neither of
these are recognised in the published bal-
ance sheet. It then deducts goodwill, and
adds capital items that meet the under-
lying orinciples of loss absorbency and
permanence, such as hybrid capital and
equalisation reserves. The tax impact on
the valuation adjustments is shown sepa-
rately. These figures are shown in Table 2.

Dividing the available capital of CHF 28.4
billion by the base capital requirement of

CHF 10.2 billion based on 89% VaR gives
a capital adequacy ratio (CAR) of 278%
at 30 June 2004, compared to 260% at
30 June in the previous year. This CAR
improvement is mainly due to an increase
in shareholders’ equity of CHF 1.5 billion.
The amount of underlying capital required
remained stable.

This superior capital position ensures that
Swiss Re’s financial strength remains very
strong even after an extremely adverse
year.

Credit ratings

Standard & Poor’s (S&P), Moody's and
A.M. Best rate Swiss Re's financial
strength based on interactive relation-
ships.
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Swiss Re's very strong capitalisation, out-
standing business position, excellent
diversification and prudent capital and risk
management are reflected in superior
insurance financial strength ratings which
are among the highest in the industry.

Swiss Re’s financial strength ratings’

S&P Moody's AM. Best
Rating .....AA_...Ae2 AT
Outlook negative stable stable

' asof 28 February 2005

Group Treasury activities in 2004

In June 2004 Swiss Re repaid its USD 530
million Triple Exchangeable Bond, issued
in 1999.

Swiss Re's EUR 672 million mandatory
convertible security, launched in July
2004, was the first ever hybrid capital is-
sue from a European financial institution
to achieve 100% equity credit from
Moody's, S&P and A.M. Best. The transac-
tion was very well received and heavily
oversubscribed. Underlying shares previ-
ously committed to Swiss Re's convertible
bond, issued in 2001, have been reallo-
cated for this transaction by purchasing
call options at favourable conditions. None

Outlook

of the conditional capital increase ap-
proved by the Annual General Meeting in
May 2004 was used for this transaction.
With the launch of the mandatory con-
vertible security Swiss Re continued to
improve its financial strength by moving
from senior debt to hybrid capital.

Swiss Re successfully renewed its USD 5
billion European Medium Term Note
(EMTN) programme, an actively used
funding platform. At the end of December
2004 Swiss Re's outstanding EMTN
issues amounted to an aggregate book
value of USD 2.1 billion.

In June 2004 Swiss Re arranged a syn-
dicated five-year USD 2 billion LoC facility,
which was strongly supported.

In October 2004 the Group launched a
USD 3.5 billion syndicated six-year, dual
tranche LoC and credit line facility, replac-
ing the maturing October 2003 facitity.
Due to heavy oversubscription, Swiss Re
decided to increase this line to USD 4 bil-
lion. Both facilities atlow Swiss Re to profit
from favourable market conditions and to
reduce the roll-over risk of 364 day credit
facilities.

Besides the continuing monitoring and managing of Swiss Re’s risk landscape to achieve an
optimal risk return profile, the focus of risk management in 2005 will be on two areas: the
broadening of the operational risk management processes and working with regulators on
emerging regulatory requirements, such as the Solvency Il project on the European level
and the Swiss Solvency Test on the Swiss level.

The full version of Risk and capital management can be found in the Business Report 2004,
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Financial years 1997-2004

CHF millions 1997 1998 1999 2000 2001 2002 2003 2004
Income statement .
Revenues . . T S TE R TE TP E R T PEPTRLTIPIIE ) -
Premiums eamed ____________ 15862 16727 18051 22081 25219 29058 ?_0740 29439
Net investmentincome 2985 3131 ‘3846‘_ 4 802 5_765 5494 4606 _4857_
Net reahsed mvestment gams/\ossesm_ i 28‘1_ 2 50_9_ 3 588 4275 2 665_ 5_730 376 1__»1 1__6
Tading revenues | . ;s 472 438
Other revenues 143 286 246 395 455 365 236 243
Total revenues 20281 228653 25731 31963 34104 34415 36430 36093
Expenses . . B B
Clallr_r_w_e”and claim aqjvgvstment expense‘ev v -8067 -8514 -9 333 f12 153 —16‘_266 -14485 —14898 ~13853
Life and health benefits _-4185 -4881 -6200  -7478 -8532 -10084 -9 085 -8 331
Aoquisition costs . 3767 -3661 3973 4883 -5658  -6220 6854  -6325
Amortisstion of goodwil ;s eet ow om0 o368 o380 316 277
Other operating costs and expenses -13840 ~2698 -2785 —3 074 -3384 -3240 -2942 —2 940
Total expenses _18024 -19845 -22502 -27898 -34208 -34379 -34094 -32726
Incq[ne/lges before mcome tax expense 2 257 2808 3_229 3_655 —1_04 _ 36 N 2 336 _3367
Income tax expense -480 -647 -783 -689 -61 -127 -634 -892
Net income/loss on ordinary activities 1777 2161 2446 2966 -165 -91 1702 2475
Extraordinary income 450,

Extraordinary charges -450

Net income/loss 1777 2161 2446 2966 -165 -9 1702 2475
Balancesheet

ASSEts [N . . N . . PP
Invest‘rpvents _______________ 62725 69589 85 684 89584 95888 86728 90653 111 125
Other assets 28657 38748 44516 53066 74342 75 129 79045 73 367
Total assets 913872 108337 130200 142640 170230 161857 169698 184492
Llablhtles T RLAARt e . . . poRr

Unpald c\a\ms and claim adjustment expenses 4 876 ) 45866 54072 59 600 68 618 62 652 63474 _____ 62 135
Liabilities for llfeend health policy t benefits 9 963 15143 23279 29300 41 370 37269 37244 43239
Uneerned premiums ) 3691 3174 4.251 6131 _ 6399 .,6 754 645_7 5748
Q_the‘r_!v\abvmues “““““““““ 13757 19142 18819 19764 24200 32833 39205 48897
Long-term debt 3921 5049 4347 5058 7045 5663 4807 5296
Total liabitities 73208 88374 105368 119853 147632 145171 151187 165315
Shareholders’ equity 18174 19863 24832 22787 22598 16686 18511 18177
Earnings/losses per share in CHF 590 735 855 1039 057  -029 548 8.00

* Adjusted by 20-for-1 share split

14
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Cautionary note

on forward-looking statements

Certain statements contained herein are
forward-looking. These statements pro-
vide current expectations of future events
based on certain assumptions and include
any statement that does not directly relate
1o a historical fact or current fact. Forward-
looking statements typically are identified
by words or phrases such as “anticipate”,
“assume”, “believe”, “continue”, "esti-
mate”, “expect”, "foresee”, “intend”, "may
increase” and "may fluctuate” and similar
expressions or by future or conditional
verbs such as “will”, “should”, “would” and
“could”. These forward-looking statements
involve known and unknown risks, uncer-
tainties and other factors, which may
cause Swiss Re's actual results, perform-
ance, achiesvements or prospects to be
materially different from any future results,
performance, achievements or prospects
expressed or implied by such statements.
Such factors include, among others:

Information

Important dates
27 April 2005
Disclosure of embedded value 2004

9 May 2005
141st Annual General Meeting

12 May 2005
Payment of dividend

25 August 2005
Interim results
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o cyclicality of the reinsurance industry;

o changes in general economic condi-

tions, particularly in our core markets;

o uncertainties in estimating reserves;

o the performance of financial markets;

o expected changes in our investment
results as a result of the changed
composition of our investment assets
or changes in our investment policy;

o the frequency, severity and develop-

ment of insured claim events;

acts of terrorism and acts of war;

mortality and morbidity experience;

policy renewal and lapse rates;
changes in rating agency policies or
practices;

o the lowering or withdrawal of one or
more of the financial strength or
credit ratings of one or more of our
subsidiaries;

o changes in levels of interest rates;

D D O 0O
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Stefan Senn

Telephone +41 43 285 4444
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Henner Alms
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Fax +41 43 285 2023
media_relations@swissre.com

Share Register

Karl Haas

Telephone +41 43 285 3294
Fax +41 43 285 3480
share_register@swissre.com

o political risks in the countries in which
we operate or in which we insure risks;

o extraordinary events affecting our
clients, such as bankruptcies and liqui-
dations;

o risks associated with implementing our
business strategies;

o changes in currency exchange rates;

o changes in laws and regulations,
including changes in accounting stand-
ards and taxation requirements; and

o changes in competitive pressures.

These factors are not exhaustive. We
operate in a continually changing environ-
ment and new risks emerge continually.
Readers are cautioned not to place undue
reliance on our forward-looking state-
ments. We undertake no obligation to
publicly revise or update any forward-look-
ing statements, whether as a result of new
information, future events or otherwise.
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